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Japan’s next PM? 
Popular Naoto Kan lakes, 
up the middle ground 
Page 4 
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Website parents 
Watching baby 
while you work 
Lucy Keflaway, Page 7 





Sleepless in 
Mover and shal 
north American opera 
Arts, Page 9 


'Exporting a way out 
Strategy may not 
work for South Korea 
Page 11 


fciii WORLD NEWS 


Call for ceasefire 
after neighbours 
intenrene in Congo 

Southern African states called for 

a ceasefire In the Congo war as 

Angolan and Zimbabwean Jets 

and troops came to the rescue of 

President Laurent Kabfla's forces. 
Page 12 

Gonzalez defends piled t^fengnnf. 
Felipe Gonzalez, Spain's former 
Socialist prime minister, has 
committed himself to the defence 
of two of his colleagues con- 
victed of "dirty war" crimes. 
Pages 

Anger over Australian mine 

Aboriginal groups and environ- 
mentalists are planning protests 
across Austrafla after faffing to 
block the development of. a ura- 
nium mine oh traditional Aborigi- 
nal land tn the Northern Territory. 
Page 12 

Doctors ‘barred from Suu KyP 

Burma's military government 
barred doctors from visiting 
opposition leader Aung San Suu 
Kyi, who is suffering from kidney 
problems, her political party said. 
Page 2 

Ahem sees more (Aster violence 
Bertie Ahem, Irish prime minister, 
warned that the Omagh bomb 
tragedy was unlikely to be the 
final chapter in Northern Ireland's 
history of violence. Page 5 

Dutch to cot back on defence 

The new Dutch government is 
considering the first big scaling 
back of the armed forces since 
1993 as it seeks to cut the 
defence budget by an annual 
FI375m($184m). 

Nigerian refer retains od rale 

Announcing a new cabinet, 
Nigerian military ruler General 
Abduteaiam Abubakar retained 
personal control of the important 
oil portfolio. Page 2 ' 

Pofish spffl threatens Germany 

-Polish emergency workers were 
fighting a six mite ofl spffl on the ' 
River Odra to prevent it reaching 
Germany. - - - ^ 

Hopes fade for peace at Hyundai 

Riot police were relrtfbroed 
around the Hyundai Motor plant 
at Ulsan in South Korea after a 
breakdown in talks brought an 
end to hopes of a peaceful solu- 
tion to a dispute over redundan- 
cies. Page 2 

US embassy guards shoot Intruder 

An Albanian policeman who ' 
entered the US ambassador's 
residence in Tirana and fired a - 
weapon was shot by guards and 
later died of his In/uries. 

‘Butcber of Evhf assassinated 
Assadollah Lajevarcfl, the • 
so-caHed "Butcher of Evk\" for 
his alleged torture of pofitlcai 
prisoners as head of Tehran's 
Evin prison, was shot dead by 
assassins. 

Gtdna to dose coal mines 

China, one of the world's largest 
coal producers, is to dose some 
22,000 mines by 2000 in a bold 
move to restructure an industry 
hit by chronic oversupply and 
weakening demand. Page 4 

Hackar-prool cote premised 

“Unbreakable protection" tech- 
nology to thwart internet hackers 
win be unvoted today by mathe- 
maticians from International Busi- 
ness Machine’s research labora- 
tory In Zurich and the Swiss 
Federal Institute of Technology. 
Page 4 

Centre of Beigtam moves 
The geographic centre of Bel- 
gium has been officially moved 
to the village of NH-Saint-Vln- 
cent-Saint-Martfn. haW-way 
between Brussels and Namur, 
following a new study of the 
country's topography. 


business news 


Degussa sued over 
gold taken from 
Holocaust victims 

L£5 lawyers Wed a ctes-actk*. 
lawsuit against Degussa, the 
German manufacturing conglom- 
erate, alleging It had a “unique* 
rote in Nazi genocide In the sec- 
ond worid war by proposing the 
use of Zyklon B poison gas and 
the extraction and re-smelting of 
gold from the teeth of Holocaust 
victims. Page 3 • • • 

Usufscfie Telekom's newest rivals 
are expected to unveS tariff rales 
this week aimed at taking market 

share from the former monopoly 
as Germany's telephone price 
war escalates. Page 13 

tfeos, the US distributor of ‘ 
contraceptfoe, conception and 
drug delivery products, Intends 
to raise $20m to $30m through a 
share fisting on Easdaq, the pan- 
European exchange. Page 14 

SAtr&aap, parent company of 
Swissair, raised -fust-half net 
income by 16.5 per cent to 
SFr127m ($84.3m) as a doubling 
of the contribution from Its airline 
operations offset a downturn in 
Its other businesses. Page 16 

Ukraine expects approval next 
week of a $Z2bn loan from the 
International Monetary Fund to 
help the country overcome a 
financial crisis caused by foreign 
borrowing, a lack of inward 
investment and an inability to 
collect tax debts. Page 2 

Dene!, the South African arms ’ 
manufacturer, is expected to win 
a £100m ($l63m) competition to 
supply artillery charges for the 
British army’s AS-90 howitzers, 
beating UK and US bids. Page 5 

General Motors of the US has 
dropped out of the bidding for- 
the bankrupt Ida Motors, but 
Ford Motor and three domestic 
carmakers submitted bids in an 


auction of South Korea's third 
largest car company. Page 16 

Mnijjaa Stanley Asset • 
k&rggeiiDerA, fo^pew. UK refefl 
asset manageqTerrt-opecHtion of 
Mctgan Started Dean- Witter, the 
US Investment bank, add It . 
found serious computer systems 
problems among the UK fund 
managers it surveyed for possl- 
Me -acquisition. Page 14 


Mb's biggest financfef 
institution; industrial Develop- 
ment Bank, pbnsto enter the 
secondary equity market under 
Ks new chairman, the former 
head of India's largest mutual . 
fund. Page 18 • 

Ciena, the US fibre optics 
company that saw Its stock mar- 
ket value nearly halve to just over 
$3bn on Friday, was fighting to 
keep alive a $6bn all-stock take- 
over offer by TeUabs, the tele- 
phone equipment manufacturer. 
Page 13 

NomuivthB Japanese investment 
bank. Is to acquire the UK facili- 
ties management business of the 
Turner & Townsend construction 
group to capitaSse on what It 
sees as a trend toward out- 
sourcing of propertyownemhtp 
and. management. Page 13 

Independent n ews p ap e r* of New 

Zealand posted a steady profit of 
NZ$50.05m (US$24.6m) for the 
year to June, in spite of a seven- 
fold jump in interest costs after 
buying the controlling stake in 
the country's Sky Network 
pay-TV channel Page 18 

Euro Prices . ' ^ 

A uwH wte u sfrs statistical gukte to the : 
ReweaDaflTeacyzDofl. comfegiDrago 
ffiCtenoe, txnd a«l aquty mari^ -.~ 

Page 21". ' - ■ ' •- 
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government 
and recalls 
previous PM 


By JrtaTtxxnM to Moscow 


P rest deot Boris Yehsto plunged 
Russia into a fresh round 
leal tnrmoD last nbjM irtien he 
sacked his entire government 
and re-appointed Victor Oumo- 
mynfin as acting prime minister. 

Hie latest twist in Russia's 
pofitlcai drama came in the midst 
of an ever deepening financial 
crisis and on the eve of an impor- 
tant meeting between local banks 
and their foreign creditors to 
renegotiate rNo country's foreign 

«n n niwn ri ii| dObtS. 

In a terse presidential decree 
released by the Kremlin last 
rri g h* , Mr Yeltsin gave no reason 
for his decision to fire Sergei 
Khriyenkb as prime wvhriatgr just 
five months after his appoint- 
ment. 

Last week, Mr Yeltsin was 
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ranfonred to have rejected Mr 
Ktrtyenko’s oflar to r esign after 
the government was forced In 
^fect to devalue the rouble and 
to default an its domestic debt 
Mr Chernomyrdin, who was 
abruptly <tiwwiwip(l as primp min- 
ister In March after five years in 
office, immediately opened talks 
fo form a new government 
The stolid 80-yeqjMdd former 
gas industry bora, recently lam- 
basted the government’s policies 
and said- Russia needed a new 
cabinet which could command 
parliamentary support. 

However, scene opposition lead- 
ers criticised Mr Chernomyrdin’s 
reappointment and suggested 
♦hgf approval of his candidacy by 
the State Duma, the lower bouse 


of parliament might not happen 
quickly. 

Vladimir Lukin, the deputy 
leader of the liberal Yabloko 
party, said that Mr Chernomyr- 
din’s appointment reflected "a 
profound loss of confidence by 
those at the centre of executive 
power* and r ep r e sen ted a return 
to the foiled policies of the past 

Nikolai Ryzhkov, the inflnen- 
tlal chairman of the leftwing 
People's Power faction, said that 
Mr Yeltsin’s decision lacked any 
logic. 

Gennady Zyuganov, leader of 
the Communist party, the biggest 
parliamentary faction, criticised 
Mr Yeltsin's impulsive decision 
and said that he should have first 
consulted pariiammtary leaders 
about the current direction of 
Russian economic policy. 

However, Alexander Shokhin, 
the parliamentary leader of the 
moderate Our Home is Russia 
movement, which is headed by 
Mr Chernomyrdin, welcomed the 
removal of the previous govern- 
ment, which he claimed had 
deceived the president about the 
true state of affairs in the 
country. 

“Chernomyrdin will not be just 
a technocratic premier and will 
probably be aide to form a gov- 
ernment which can command the 
support of the majority of the 
state Duma, the Federation Coun- 
cil (the upper house}, and the 
regions," he said. 

Last week, Mr Chernomyrdin 
held a series of meetings with 
leading parliamentary - and 
regfotod-leadere to bolster his 
-political standing. Mr Cherno- 
myrdin has openly declared his 
ambitions to succeed Mr Yeltsin 
in the next presidential elections, 
which are to be beH in 2000. 

Mr Chernomyrdin has the rep- 
utation of a proponent of moder- 
ate c ha nge who distrusted the 
more radical market-based 
reforms that were championed by 
Russia's younger generation of 
politicians. 

Mr Chernomyrdin appears to 
have been backed by a powerful 
coalition of Industrial leaders and 
hankers, who view him as the 
best “stability candidate" during 
Russia’s latest financial crisis. 


Rush to crisis, Page 3 
Editorial Comment; Page 11 


US urges wider ban 
on bin Laden deals 


By Staptan HcRar tn WMbtogtoa 
sod Patrick H a nwrs e n In Lnmtoa 

The US will this week begin 
attempts ' to persuade other gov- 
ernments around the world to fol- 
low its lead in blocking firumctal 
transactions by Osama bin 
Laden, the alleged terrorist bank- 
roller, after Thursday's US mis- 
sile strikes aimed at disrupting 
his guerrilla networka. 

President Rill Clinton 
announced oh Saturday that ha 
had signed an order blocking 
financial transactions between 
Mr Ids Tad<wi and US individuals 
and companies, tncloded in the 
order were two alleged 
figut enqnts of the Saudi .exile, 
named as Abu Hafo aLMasrl and 
Rifal Ahmad Taha Musa, and 
five terrorist organisations said 
to have finks with him. 

Mike McCurry, the White 
Bouse spokesman, said the US 

will begin working with our 
Treasory and. diplomatic people 
to contact the. financial entities 
overseas that we think might 
play a role in giving financial 

support to this network”. " 

Be said Mr Glinton bad already 
discussed this in telephone calls 
with one other leader, whom he 
declined to identify. 

In London, a Foreign Office 
spokesman said the US had “not 


yet made a formal approach to us 
to follow their e x a mp le, but our 
expectation is that they will". 

George Robertson, the US 
defence secretary, said terrorists 
would pay a price if they tried to 
attack British installations 
abroad in retaliation for Britain's 
support for US missile strikes in 
Afghanistan and S udan. 

Saniuel Berger, Mr Clinton’s 
national security adviser, said 
yesteAtey that “serious damage* 
had been caused by the cruise 
missile attacks to each of six 
camps that made op a terrorist 
training base in Af fchnptetun- 

He said the US bad “physical 
evidence" and “little doubt" that 
the fectory m the Sudanese capi- 
tal of Khartomn that was also hit 

my missiles was making a chemi- 
cal used solely In the manufac- 
ture of VX nerve gas. -He said the 
basis for this was Intelligence the 
US was not going to release. 

But a British engineer who 
said he knew the plant well sup- 
ported Sudanese government 
riaimg that the plan was an inno- 
cent pharmaceuticals factory. 

Tom Camaffln from Hexham in 
north-east England worked for 
the Baabpud family, owner of the 
Sudan drug plant for 4K years 
until 1996 as technical manager. 

AH note cracks down, Page 2 
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Helmut KoN, German 
Demo cra tic Union. He 


r, with his wtte Hmelora (centra), was in Dortmund for e refly oTthe Christian 
I supporter s with an attack on the ‘deception and las' of the Social Democrats. 


GERMANY'S ELECTION CAMPAIGN GEARS UP AS IT ENTERS FINAL PHASE 


Schroder stays ahead 
as Kohl turns up heat 


By Peter Homan to Dortmund 


Chancellor Helmut Knhl, lag ging 
in opinion polls but bursting with 
self-confidence, brought thou- 
sands of supporters to their feet 
with a rousing attack on his 
opponents yesterday as Ger- 
many's election campaign 
entered its final phage. 

Declaring at a rally of the 
Christian Democratic Union in 
Dortmund that the September 27 
election “is all about the fixture 
direction of Germany”, Mr Kohl 
won a seven-minute standing 
ovation after he accused the 
opposition. Social Democrats of 
deception and lies”. 

He painted a grim picture of 
economic decline if Germany 
were entrusted to an SPD-Ied 
coafition with the environmental- 
ist Greens. Such a government, 
he claimed, might have to rely on 
the support of the eastern Ger- 
man farmer communist Party of 
Democratic Socialism. 

•Hie SPD and its candidate for 
chancellor, Gerhard SchrOder, 
spent Saturday entertaining large 
crowds in Berlin, Munich and 
Bonn with aerobic dancers, a 


Brazilian carnival troupe, clowns 
and pop music. 

An opinion poll by the Emnid 
research institute, published 
today, suggests that the SPD was 
slightly widening its lead over 
the CDU and its Bavarian sister 
party, the Christian Social Union. 

The SPD had 42 per cent sup- 
port. compared with 38 per cent 
for ti ie CDU-CSU. A week ago the 
SPD led 41 to 38 per cent. 

While they were devoid or pol- 
icy initiatives, the weekend ral- 
lies threw the election tactics of 
Germany's main political rivals 
into sharp relief. • - - 

Addressing an estimated 14.000 
supporters in Bonn, Mr SchrOder. 
hoarse after earlier speeches, 
pitched his remarks at what the 
SPD hopes is a “new centre” of 
professional as well as tradition- 
ally working-class voters. Mr 
SchrOder avoided personal 
attacks an Mr KoM. 

Mr Kohl spent part of his 50- 
minute speech yesterday cover- 
ing international issues, under- 
fining how he, as the chancellor 
of Goman and European unity, 
had won unprecedented interna- 
tional respect for Germany. 


Mr SchrOder and Oskar Lafon- 
taine. the SPD party leader, 
barely mentioned issues beyond 
Germany’s borders. Instead they 
stressed how the SPD would initi- 
ate reforms of the welfare and 
tax systems that would benefit 
the vast mans of German fl«mni»g 
“and not just the rich”. 

While Mr SchrOder wooed his 
audience with pledges of a more 
just society and equality of 
opportunity in higher education, 
Mr Kohl and Theo Waigel, the 
CSU leader, played tire tew and 
order card. 

They Insisted that Germany 
was a tolerant country and 
friendly to foreigners, but were 
rewarded with enthusiastic 
applause for pledging a tougher 
fight against crime. Including the 
expulsion from Germany of for- 
eigners convicted of crimes. 

How the different messages 
will Influence Germany's voters 
remains to be seen. Mr Kohl, said 
last night that he expected many 
voters would make up their 
minds only in the test two weeks 
of the campaign. 

Observer, Page 11 
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US$25 Million Export Finance Facility 


Arranger: 

The Bank of New York 


Co-Arrangers: 

Deutsch Turkische Bank AG 
Standard Bank London Limited 
Vereins- und Westbank AG 


Manager: 

Emirates Bank International PJSC 


Participants: 

Bank Kreiss Aktiengesellschaft 
Bank of Montreal 
Banque du Bosphore 
Creditanstalt AG 

Demir-Halk Bank (Nederland) N.V. 
ESBANK Aktiengesellschaft, Vienna 
Fmansbank (Holland) N.V. 
Stadtsparkasse Munchen 
United Garanti Bank International NV 
London Trust Bank PLC 
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Nigerian 
leader 
keeps oU 
portfolio 


ANTI-TERROR STRIKES ATTACKS WILL BE 'TURNING POINT FOR REGION 1 □ ALBANIA MOVES AGAINST MILITANTS 


By Qw international Staff 


Nigeria's military ruler. 
General Abdulsalam Abu- 
bakar. will retain personal 
control of the country's oil 
ministry in the new cabinet 
announced at the weekend. 

Gen Abubakar. sufficiently 
confident of his position to 
travel to South Africa yester- 
day on an official visit, left 
eight of the 31 posts in the 
hands of the military, the 
same number as under his 
predecessor, the late Gen 
Sani Abacha. 

But most of the important 
portfolios are in civilian 
hands. Including finance. 
The new Harvard-educated 
finance minister is Ismaiia 
Usman, who was moved 
from his position as deputy 
governor in the central bank 
with responsibility for for* 
eign exchange transactions 
after questioning payments 
to Gen Abacha. 

International Monetary 
Fund officials said last night 
that they expected an early 
resumption of negotiations 
Tor a policy agreement which 
would pave the way for 
rescheduling or the coun- 
try's $34bn external debt. 

“It is not an easy time to 
be finance minis ter when oil 
prices are as low as they are 
now, but perhaps this man 
will be able to ensure a little 
discipline in terms of what 
happens to our foreign 
exchange.'' one banker said 
in Lagos. 

Western diplomats wel- 
comed the appointment as 
foreign minister of Nigeria's 
former ambassador to the 
US. l.C. Olisiemeka, who 
takes over from Tom Dami. 
noted for his belligerent 
defence of Nigeria's human 
rights record. 

The cabinet, which has 
been nearly two months in 
the making, is seen as an 
attempt to provide a regional 
and ethnic balance. “Given 
the tensions between north 
and south. Moslem and 
Christian. Yoruba and 
Hausa Ful&ni, the delay is 
not surprising." a Lagos 
businessman said. 

Nor are most Nigerians 
perturbed by the strong 
army presence in the admin- 
istration. “The military men 
still have a place in the cabi- 
net and that's understand- 
able for Abubakar's own 
political reasons, as he has 
to ensure they are happy," 
said one newspaper editor. 

But well-known politicians 
and many senior figures in 
Nigerian society were reluc- 
tant to take part in the 
interim administration, 
either because they wished 
to stand for office in elec- 
tions due to be held next 
May or because they were 
sceptical about the military's 
commitment to the transi- 
tion programme. 

The decision to keep the 
uil ministry in the presi- 
dency has won the approval 
of foreign operators. Since 
uikmg over, Gen Abubakar 
has launched an investiga- 
tion into the notoriously cor- 
rupt sector, and made clear 
that revitalising the state- 
run Nigerian National Petro- 
leum Corp (N'N'PC >. which 
provides more than SO per 
cent of export earnings, is a 
priority. 

"Gen Abubakar has paid 
joint-venture contributions 
at a higher level than any- 
one expected, he has spoken 
about putting in place the 
legislative structures needed 
Tor development, and said 
the award of blocks will be 
sanitised." said an official 
with one of the multination- 
als working with N'N'PC. 
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Islamists put 
Pakistan in 
quandary 
over US ties 



ByFarttan Bukhari in Peshawar 


Chants of “death to 
America", and promises to 
take the jihad (holy war) to 
US soil, abound in Peshawar. 
Pakistan's last frontier town 
before the border with 
Afghanistan. 

The town, a staging post 
in the 1980s for CIA-backed 
operations against the for- 
mer Soviet occupation of 
Afghanistan, is famili ar with 
Islamic militants brandish- 
ing their rifles for the holy 
cause. 

But last Thursday's US 
strikes at militants' t raining 
camps only a few hours' 
drive away have given rise 
to an unwelcome regional 
dimension; government offi- 
cials fear that Afghanistan’s 
neighbours could well be 
drawn into a prolonged cri- 
sis. 

Countries where Islamic 
militancy simmers - such as 
Pakistan, Iran and the cen- 
tral Asian republic of Tajiki- 
stan - could be the first to 
feel the consequences. 

For Pakistan's already 
beleaguered government, 
eager to stave off a foreign 
debt crisis, the US attack has 
been followed by Islamist 
demands for a break with 
the US a dminis tration. 

“This event is going to be 
a turning point for the 
region" says Maleeba Lodhi, 
Pakistan's former ambassa- 


dor to Washington. “The US 
attack sets a precedent that 
you can take action without 
any legal basis." Popular 
anger Is inevitable. 

Some of that anger Is 
found among the victims of 
the attack, brought for treat- 
ment to Peshawar's hospi- 
tals. Ahmed Sarwar, a doctor 
who says his refusal to 
speak English is a “language 
boycott", promises revenge. 
“We will not sit idle until we 
punish Christians and Jews 
through jihad. America will 
be punished and the holy 
cause will succeed." 

At the city's Hayatabad 
medical complex casualties 
of the attack promise retalia- 
tion. Muhammad Khalld, 
nursing his head Injury, 
warns: “I was the only muja- 
hid [freedom fighter] in my 
family. Now, many of my 
friends and family members 
will join." 

These sentiments are ech- 
oed in an Afghan refugee 
camp just minutes away. A 
shopkeeper points to a road 
block set up after the attack, 
and in the distance a five- 
year-old wearing a bandana 
inscribed with a call for 
jihad plays with a toy pistoL 

In spite of the visible 
anger. Dr Sarwar's tough 
words give little indication 
of how the US attack will 
allow his group, the Harkat- 
ul -mujahideen, to take the 
war to America. 



tt 


Demonstrators in the Pakistan city of Nowahera protest yesterday against Thursday's attacks Reuters 


Pakistani officials say that 
those loyal to Osama bin 
Laden, the Saudi dissident 
allegedly behind attacks an 
US embassies, are unlikely 
to be in any shape to bit at 
countries any distance away. 
The result may be that 
easier targets are found 
closer to home, they say. 

In lrao, President Moham- 
mad Khatami’s government 
may draw some immediate 
comfort, although the 
long-term outlook could be 
worrying. In recent weeks 
predominantly Shia Moslem 
Iran has repeatedly con- 
demned Af ghanistan ’s hard- 
line Sunni Moslem Taliban 
government 

Relations between the two 
remain tense over the issue 
of 11 Iranian diplomats miss- 
ing from a consulate in 
Afghanistan's northern city 
of Mazar-i-Sbarif after a Tali- 
ban invasion. 


Pakistan also has cause to 
worry about the future of 
disputed Indian-adminis- 
tered Kashmir . 

It denies that it is arming 
and training the groups 
fighting Indian troops in the 
state. But organisations such 
as the Harkat-ui-mqjahideen 
claim Its members fight the 
jihad tn Kashmir too. 

No-one claims to have an 
easy answer for tackling the 
issue of Islamic militancy. 
“If the west, led by the US. 
showed some vision, they 
would offer Pakistan a large 
economic bail-out package of 
up to SlObn in return for 
fighting this difficult war” 
says a cabinet minister in 
Islamabad. 

Other government officials 
also believe that Pakistan, 
the longest-standing US ally 
in the region, could fight 
Washington's new war on 
terrorism with the right 


incentives. But western dip- 
lomats and foreign bankers 
see little progress unless the 
two countries overcome 
their disagreement over the 
future of nuclear non-prolif- 
eration. 

“It's a vicious circle, " says 
one banker. “It's now more 
difficult for Pakistan to con- 
cede ground on the nuclear 
issue because the Islamists 
will cal] that a sell-out But 
without moving on [the 
nuclear issue], a large bail- 
out may be impossible." 

Gbazi RwiahiiriHin, a lead- 
ing newspaper commentator, 
says the US attack has con- 
fronted Pakistan with a 
tough choice after years of 
being in the middle of the 
road. “Pakistan wants to be 
in the US camp but it also 
wants to support 'the Islam- 
ists. This is rudderless pol- 
icy. It's now time to take a 
clear line." 


Arabs held in Albanian crackdown 


By Guy Dinmnre in Tirana 


Albania, supported by US 
and European security ser- 
vices. is cracking down on 
Islamic militants suspected 
of links with Osama bin 
Laden, the wealthy Saudi 
dissident accused by Wash- 
ington of masterminding the 
attacks on US embassies in 
Kenya and Tanzania. 

Albanian police and secret 
service agents arrested 10 
Arab citizens following 
weekend raids on several 
houses believed to have 
served as bases for terrorist 
suspects, police sources said. 

Fatos Nano, Albania's 
prime minister, said Albania 
was co-operating with US 
and other security services 
to counter “any fanatic fun- 
damentalist threat of a reli- 
gious or political nature". 

“Albania Is not a terrorist 
country. The international 


community will not be jeop- 
ardised by groups of people 
who find shelter here. Every- 
thing is under control. . . the 
potential threats are neutral- 
ised." he said at the weekend 
after a ceremony ending a 
week of Nato exercises in 
the country. 

Government officials con- 
firmed local press reports 
that four suspected Islamic 
militants had been arrested 
in Tirana in June and July 
and Down to Egypt with help 
from the US Central Intelli- 
gence Agency. The four have 
been accused of links with 
Jihad, an Egyptian group 
claiming responsibility for 
killing Anwar Sadat, Egypt's 
president, in 1981. It Is also 
fighting to set up a strict 
Islamic regime in Egypt. 

Three of those arrested 
were also suspected of 
involvement in an attack in 
Luxor, Egypt. last November 


in which 58 tourists were 
killed. The fourth man was 
sentenced to death in absen- 
tia by an Egyptian military 
court in October for plotting 
to kill government figures. 

Egypt “congratulated our 
secret services and sent mes- 
sages saying they are ready 
to support and train our spe- 
cial services", Paskal Milo, 
Albania's foreign minister, 
said In an interview. 

Jihad, through the Lon- 
don-based Arabic newspaper 
Al-Hayat, threatened retalia- 
tion for the Albanian arrests 
just a few days before the 
bombings in east Africa on 
August 7 that killed more 
than 350 people. 

The US embassy in Tirana 
closed on August 14 for secu- 
rity reasons. Non-essential 
staff and dependants were 
evacuated. 

Diplomats say that 
Albania, with its porous bor- 


ders and pervasive corrup- 
tion, has been used as a hid- 
ing-place for Islamic mili- 
tants on the run. Islamic 
charities established there 
after religious worship was 
legalised in 1991 may have 
been used as fronts for ille- 
gal activities. 

State institutions were 
destroyed and army bar- 
racks looted of weapons 
after the country descended 
into chaos following the col- 
lapse of pyramid saving 
schemes early last year. The 
year-old Socialist-led govern- 
ment of Mr Nano has suc- 
ceeded, with substantial for- 
eign help, in restoring order 
to much of Albania. 

After so years of rigid com- 
munist rule, it was seen as 
fertile ground for Islamic 
groups, which funded the 
construction of new 
mosques. But although more 
than 60 per cent of Albania's 


3m people have Islamic 
roots, the country remains 
fiercely secular. 

Mr Nano, reflecting the 
views of many citizens, sup- 
ported on Thursday the US 
misgiift attacks on- a Suda- 
nese factory and suspected 
terrorist bases in Aftjhaii- 
istan. 

The bombing of an Ortho- 
dox church in Shkoder. in 
northern Albania, last 
Wednesday has been linked 
by local newspapers to 
Islamists. 

• Security guards at the US 
embassy in Tirana shot and 
killed an Albanian police- 
man who scaled the walls of 
the diplomatic compound 
yesterday. Interior Ministry 
officials said. The motive for 
the apparent break-in 
attempt was not known. 

US authorities said 
Marines were fortifying the 
embassy. 


Kabila endgame risks a regional meltdown 


Growing wariness towards Rwanda and Uganda underlies the 
new dimension in the Congolese conflict that threatens 
to shake Africa to its foundations, writes Michela Wrong 
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A pres moi Ic deluge, the 
late Mobutu Sese Seko 
used to quip when dis- 
cussing the possibility or tiis 
departure. It was his way of 
warning the west that Zaire 
would be far more trouble 
once an ageing dictator it 
could no longer stomach had 
quit the central African 
stage. 

Less than a year after his 
death the “Leopard" must be 
chuckling in his Moroccan 
grave. 

The guerrilla leader who 
ousted him, in what at the 
time was hailed os a light- 
ning seven- month campaign, 
appears on the verge of 
bping toppled by a rebel 
attack that bas lasted a bare 
few weeks, masterminded by 
his former Rwandan allies. 

Already spending more 
time in Lubumbashi, capital 
of his native Katanga prov- 
ince, than Kinshasa. Presi- 
dent Laurent Kabila stands 
primed to declare a govern- 
ment-! n-exile if the last-min- 
ute rescue attempt by his 
foreign friends fails. 

That move could mark the 
start of the fragmentation 
that has haunted western 

powers since thp UN inter- 
vened to prevent Katanga's 
secession in I960, the first in 
a series of independence bids 
by the copper- and cobalt- 
rich province. 

And in contrast to 1997. 
when the campaign to topple 
Mobutu united a handful of 
countries in a rare conver- 
gence uf interests, the latest 


war is opening rifts in east- 
ern and southern Africa sure 
to be a source of tension for 
decades La come. 

Zimbabwe and Angola's 
dispatch of forces to the 
Democratic Republic of 
Congo, in open defiance or 
South African President Nel- 
son Mandela, raises the pros- 
pect of Rwandan and Ugan- 
dan troops clashing with 
southern African soldiers on 
Congolese soil: a regional 
war as dangerous as the 
proxy battles waged on Afri- 
can territory by the super- 
powers during the cold war. 

It also deals a body blow 
to hopes entertained by the 
14-nation Southern African 
Development Community 
(SADCi. which Pretoria 
chairs, of presenting itself as 
a credible regional security 

organisation, and under- 
mines western dr eams or an 
African continent capable of 
policing itself. 

“What this does is throw 
everything in the region 
back into the melting pot , H 
says Richard Cornwell, who 
heads the Africa early warn- 
ing unit at the Institute for 
Security Studies in Midrand. 
South Africa. “It’s going to 
make it much harder for dip- 
lomats to pretend that every- 
thing is rosy in the garden 
and that ail the southern 
African leaders are sitting 
around the same fire." 

Had Mr Kabila proved a 
more impressive successor 
to Mr Mobutu, this might 
have been avoided. 


Miraculously, Congo sur- 
vived 1997 - when Unita 
guerrillas, Rwandan militia- 
men and troops from Kigali, 
Kampala and Luanda fought 
on its territory - with its 
borders intact and a system 
of central government still 
in place. 

To remain at the helm Mr 
Kabila needed to deliver on 
only one front: border secu- 
rity. He failed, unwilling or 
- most probably - simply 
unable to wipe out the guer- 
rilla movements using his 
country as a base for their 
raids into Uganda and 
Rwanda. And having lost the 
support of his backers, he 
also failed to emerge as a 
credible domestic champion. 

Growing regional wariness 
towards Rwanda and 
Uganda, both seen as overly 
keen to dictate their neigh- 
bours' futures, rather than 
any faith m Mr Kabila's abil- 
ities, now underlies the new 
dimension in the Congolese 
conflict that threatens to 
shake Africa to its founda- 
tions. 



Mugabe: challenging Mandela 


T he tactically brilliant 
campaign that followed 
the revolt, involving fly- 
ing troops across half a con- 
tinent to hit strategic ports 
and installations, was evi- 
dence of Kigali and Kam- 
pala’s ruthless determina- 
tion to establish a “greater 
Tutsi empire”. 

Unnatural alliances made 
in the process, including 
Rwanda's recruitment of 


Mobutu's former henchmen 
to engineer the defection of 
Congolese troops, appear to 
be what worry Angola, 
whose battle-hardened sol- 
diers could prove decisive in 
a showdown with the rebels. 

“The Angolans are 
unhappy about the constitu- 
ent parts of this rebellion," 
says a regional analyst. 
“General Nzimbi Nzale and 
General Bara mo to Kpama 
[ex-Mobutu loyalists], who 
have both recently been 
spotted in. Kigali, have kept 
up contact with Janas Sav- 
imbi and have friendly rela- 
tions with Unita [the Ango- 
lan rebel movement led by 
Mr Savimbi] that go back a 
long way. With a new Ango- 
lan war looming, that spells 
trouble for Luanda." 

But personal jealousies 
also play a part in the confu- 


sion that has broken out 
within the SADC. 

Zimbabwean President 
Robert Mugabe's desire to 
challenge Mr Mandela for 
the role of Africa's elder 
statesman is as much a foe- 
tor in his eagerness to help 
Mr Kabila as the estimated 
S9Sm the Congolese presi- 
dent owes Zimbabwe for 
weapons and equipment. 
And Mr Mugabe is not alone 
in resenting South African 
dominance. 

“There's a lot of bitterness 
among the club of left-lean- 
ing liberationists in Zim- 
babwe. Angola and Nami- 
bia," says Mr ComwelL “The 
old boys on the block resent 
South African Vice-President 
Thabo Mbeki's talk of an 
African renaissance. They 
view Pretoria as the cat's 
paw for American policy in 
the region." 

The danger is that these 
resentments will brake what 
at least looked likely to be a 
mercifully swift operation to 
replace Mr Kabila with a 
new Congolese frontman 
more sympathetic to 
Rwanda and Uganda's needs. 

A protracted conflict in 
Congo could bring to the 
fore the question held in 
abeyance during 32 yearns of 
Mobutu rule: whether a 
country twice the size of 
.France and Germany, 
embracing hundreds of 
tribes and ethnic languages, 
can hope to function as a 
nation state. 

Far the southern and east- 
ern African countries which 
have been sucked into the 
war, it could herald a new 
era of destabilising regional 
rivalries. 


Fear of Hyundai clash as 
mediation breaks down 


A mediation effort to solve foe month-long strike at 
Hyundai Motor, South Korea's largest carmaker, appeared 
to be collapsing last night, Tafeioq the prospect of a violent 
clash between police and workers who have occupied the 
.oar. plant 

Riding party MPs> who ted the mediation effort, aban- 
doned the negotiations- after44yundal refused to accept a 
compromise pten supported by the union. “There seems to 
be nothing left for us to do,"- said Ftoh Moo-hyun. bead of 
tire mediation team. However, Lee KHto, labour minister, 
win make a final ''attempt to persuade Hyundai to agree to 

the compromtee. 

■7he Hyundai un ton on Friday agreed .to accept up to 300 
job cute to what was. seen as a breakthrough to negotia- 
tions. The union had previously opposed any redundan- 
cies. Sut Hyundai said it wanted tosack 450 workere. 
down -from Its Initial proposal , of nearly 1,600 lost jobs. 

Up tb.15,000 riot police have surrounded the Hyundai 
plam in preparation for dispersing The 5,000 workers and 
their families who- have taken over the factory in the south- 
east dty of Utsan. John Burton, Seoul ■- 


‘HUMANITARIAN CATASTROPHE’ 


Kohl warns on Kosovo winter 


Helmut Kohl, German chancellor, yesterday suggested that 
the international community should consider action to 
avert a humanitarian catastrophe in Kosovo, even if Russia 
maintained Its van against a UN. Security Council resolu- 
tion on the issue. He warned that winter could begin as 
soon as mid-October with “many tens of thousands, per- 
haps hundreds of thousands of men, women and children 
In the woods 'and hills" of the region. He also warned that 
fighting In Kosovo would grow in intensity, as radicals had 
gained the upper hand to the Kosovo resistance move- 
ment 

In an interview on German television, the chancellor said 
he coukl see no possibility at present of Russia fitting its 
veto against action to be approved by the Security Coun- 
cil. He said the question had to be asked whether there 
was a point where the international community would have 
to act on Kosovo even if the Security Council was Ineffec- 
tive. Peter Norman, Bonn • 


WORLD MEDICAL ASSOCIATION 




Sports doping ‘systematic’ 


The World Medical Association is considering a stricter 
policy on the Involvement of doctors In sports doping fol- 
lowing a recent string of drugs scandals in cycling, athlet- 
ics and football. The WMA will be presented with a new 
report on sports doping at Its annual assembly in Canada 
In October by the Danish Medical Association, which says 
doping is being used systematically in professional sport 
The report calls on physicians and their professional asso- 
ciations to take a leading role in pubficising the dangers of 
doping in sport and assisting in uncovering misuse. 

- The WMA's warning comes at a time when the Italian 
authorities are Investigating possible drug abuse 
in football and the French police, are pursuing doping 
cases against teams in the Tour de France cycle race.. 
Patrick Harverson, London 


QUEBEC SECESSION 


Both sides claim victory 


Canada's leading separatist and its top federalist have 
both claimed victory following last week's supreme court 
decision on Quebec secession. Lucien Bouchard, the 
French-speaking province's separatist premier, said the 
court's decision legitimised the sovereignty project, but 
Jean Chretien, the Canadian prime minister, sad the court 
supported the federal government's position that unilateral 
secession was not legal and any effort by the province to 
leave Canada would be fraught with difficulties. 

The court ruled on Thursday that Quebec had no right to 
separate unilaterally, but the Justices said the rest of the 
country had an obligation to negotiate with the province 
should "a clear majority" of its voters signal that they 
wished to secede; Scott Morrison, Toronto 


BURMA PROTEST 


Doctors ‘barred from Suu Kyi 1 


Burma's military government has barred doctors from visit- 
ing Aung San Suu Kyi. the opposition leader, who is suf- 
fering from kidney problems, her political party said yester- 
day. Ms Suu Kyi has entered the 12th day of a protest 
against travel restrictions. She and three colleagues are 
camped inside a van 32km west of the capital. The author- 
ities are refusing to let her proceed to the city of Bassein, 
where she intended to meet members of her political 
party, the National League for Democracy. 

Ms Suu Kyi has offered to end ha- protest if the govern- 
ment releases imprisoned party members and all those 
arrested after May this year. AP, Rangoon 


UKRAINE ECONOMY 


Kiev expects loan approval 


Ukraine expects the approval of a $2 .2 bn IMF loan next 
week that would help the country overcome a financial cri- 
sis, President Leonid Kuchma said yesterday. 

Mr Kuchma quoted Michel Camdessus, managing direc- 
tor of the international Monetary Fund, as telling him in a 
weekend telephone conversation: The IMF will not leave 
Ukraine alone with its problems at this difficult time ” 

Kiev is experiencing a deep financial crisis caused by its 
massive foreign borrowing, the lack of foreign investors 
and Rs Inability to collect billions of dollars in lax debts 
The crisis has been aggravated by the rouble devalua- 
tion in Russia, which to turn pushed the Ukrainian hryvna 
down against the .US dollar and raised fears of a further 
investor exodus and damage to trade with Moscow. 
Ukraine's principal trade partner. 

. Mr Kuchma, speaking on the eve of Ukraine's anniver- 
sary of independence, vowed that the former Soviet 
republic would overcome the crisis, the Interfax news 
agency reported. AP, Kiev 


INCENDIARY DEVICES 


Swedish businessmen targeted 


Swedish police have launched an investigation into the 

planting of two incendiary devices at the homes erf leading 
businessmen. Crude firebombs were discovered on Thurs- 
day af the homes of Jacob WaHenberg, chairman of Skan- 

dinaviska Enslakfa-Baoken and a senior member of the - - 

Wallenberg business empire, and Soren Gyil, former chief 
executive of Volva Tim Sort, Stockholm 
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By Join Tbornhffl in Moscow 

President Boris Yeltsin is 
feuned for Ills erratic behav- 
iour, whether it is failing to 
get off his aeroplane on a 
visit: to Ireland or playing 
the spoons on the head of 
the visiting president of 
Kyrgyzstan. 

But Mr Yeltsin wrote a 
new chapter in his history of 
unpredictability yesterday 
by fixing Sergei Kiriyenko as 
bis prime minister and 
reinstating Victor Cherno- 
myrdin. just five months 
after bis abrupt dismissal. 
As If Russia’s flnanria ] crisis 


This appears to 
be a form of 
political coup’ 

was not enough. Mr Yeltsin 
has now instigated a politi- 
cal one. 

Unless Mr Chernomyrdin 
can quickly foam a govern- 
ment commanding cross- 
party support, his confirma- 
tion as prime minister could 
be bogged dawn. In parlia- 
ment for weeks. Just as Rus- 
sia’s financial markets 
threaten to spiral out of con- 
trol, . the country's acting 
government will be para- 
lysed for days. 

There is no doubt that Mr 
Yeltsin had been under enor- 
mous political pressure over 
the past few months and was 
growing increasingly iso- 
lated. In Moscow, once-loyai 
coal miners are camped out- 
side the government’s head- 
quarters and have been 
chanting for Mr Yeltsin’s 
resignation for weeks. 

The Communist-domi- 
nated parliament has 
launched impeachment pro- 
ceedings against him, alleg- 
ing his behaviour threatens 
Russia's national security. 
Even his allies have begun 
shifting their support to 


future presidential contend- 
ers, such as Yury Luzhkov, 
the populist mayor of 
Moscow, and Alexander 
Lebed, the general-turn ed- 
govemor of the Siberian 
region of Krasnoyarsk. 

In such circumstances. It 
seems. Mr Yeltsin calculated 
he could ill afford to carry 
the inexperienced and politi- 
cally. lightweight Mr Kiri- 
yenko. 

I ns tead, he has summoned 
hack the trusty warhorse, 
Mr Chernomyrdin, to carry 
his regime a little further. 
But the burning question 
now must be for how long? 

Russia's newspapers have 
been speculating that Mr 
Chernomyrdin would return 
to the prime minister’s seat 
before assuming the presi- 
dency at some point later 
this year. Under the terms of 
Russia’s constitution, the 
prime minister temporarily 
takes over from the presi- 
dent should he be incapaci- 
tated while in office. The act- 
ing president must then 
organise presidential elec- 
tions within three months. 

“This appears to be a form 
of political coup," said one 
observer last night. 

During his five-year, tenure 
as prime minister, Mr Cher- 
nomyrdin became deeply 
unpopular with the elector- 
ate for his halting reforms. 
But he succeeded in forging 
an effective "clan" of Inter- 
ests, including Gazprom, the 
gas monopoly, and powerful 
commercial banks. He also 
heads the Our Home is Rus- 
sia party. This power base 
would provide Mr Cherno- 
myrdin with a solid launch 
pad for any presidential cam- 
paign. 

“Tsar" Boris may enjoy 
toying with the careers of 
his courtiers: But the biggest 
question to arise JErom his 
latest reshuffle Is whether 
he himself is about to be 
eclipsed.' 

Editorial co m mo n, Page 11 


Chafes Ckwerfo Moscow 

Victor Cherno m yr din has. a 
favourite saying which has 
been appropriate to nearly 
every occasion during his 
career, including his own re- 
appomtmmt as prime minis- 
ter yesterday after being 
sacked only five m onths ago. 
“We hoped for the best, but 
things have turned out the 
same -as always." . 

The 60-year-old former gas 
industry bureaucrat, who 
succeeded the reformer 


Yegor Gaidar as Russia’s 
prime minister in late 1932, 
proved himself a thoroughly 
unspectacular leader during 
his five, years as head of the 
Russian government. But 
compared to “the best” that 
was expected of Mr Cherno- 
myrdin's /successor Sergei 
Kiriyenko, appointed in 
March, it seems Boris Yelt- 
sin, Russia's president, may 
accept “th e sam e as always" 
as the preferred outcome. . 

Last week, Mr Chernomyr- 
din was already campaign- 


ing to return to the govern- 
ment. using dissatisfaction 
over the collapse of the rou- 
ble as his spring board. 

On Thursday, he launched 
an unusually sharp attack 
on Mr Kiriyenko, saying: 
“We have no government 
today. The necessary mea- 
sures are not being taken or 
even proposed. Nothing is 
being done." 

But it is undear if the par- 
liamentary leaders will 
accept a return of Mr Cher- 
nomyrdin to his old job as 


easily as might be expected. 
It will be difficult for Mr 
Chernomyrdin to dodge 
responsibility for the crisis 
which enveloped Russia 
weeks after be left office. 

Indeed, the seeds of Rus- 
sia's present crisis, the fend- 
ing of huge budget deficits 
by issuing short-term, high 
yielding debt, were sown 
during his tenure. 

Nevertheless, the distin- 
guishing characteristic of Mr 
Chernomyrdin’s government 
that was absent from Mr 


Kirivenko's was the ability 
to gather a delicate consen- 
sus among Russia's indus- 
trial barons on one hand, 
and some of the more left- 
wing factions in the parlia- 
ment on the other. 

M t Chernomyrdin is him- 
self possibly the king of the 
nomenklatura-cum-mdustri- 
alists, whose main power 
base is the natural gas 
industry. 

In 1989, while head of the 
former Sonet Union's minis- 
try of oil and gas, be split 


the gas industry department 
from the rest of the ministry 
and converted it into Gaz- 
prom, the natural gas 
monopoly which is Russia’s 
largest corporation, the 
economy's main creditor, 
and the largest taxpayer. 

Mr CbemcsnynUn is also 
well respected on the later- 
national stage, known for 
his good relations with 
Michel Camdessus, Interna- 
tional Monetary Fund man- 
aging director, and A1 Gore, 
the US vice-president. 


Stakes high in talks 
to restructure debt 

Today’s meeting of financiers will have big implications for 
Russia’s banking sector and its ability to service foreign loans 

By John Thwnhffl la Mosc ow, 

Jeremy Grant la London and 
Tracy Corrigan fa Hew York . 


Loans affected by Russian debt freeze 
Bank Arangos 


Amount (Smi 


A little over two yeans ago, 
Moscow's serene President 
Hotel became the centre of 
frantic activity as Baris Yelt- 
sin’s political supporters 
plotted and spent their way 
to a historic victory in that 
year’s presidential elections. 

Today, the hotel will again 
reverberate with high ten- 
sion and faflaniari passions 
against the backdrop of 
political and economic 
uncertainty. Scores of Rus- 
sian and foreign bankers 
begin discussions over the 
country's commercial debt 
obligations, the outcome of 
which could affect more 
than $50bn of outstanding 
loans and contracts, and 
which will shape Russia's 
relations with the world 
financial community for 
years to come. 

The meeting of what is 
being called the "Moscow 
Club" (with a nod to the 
Paris and London dubs of 
sovereign and commercial 
creditors) has been prompted 
by the Russian government's 
decision last week to impose 
a 90-day moratorium on 
moat foreign . commercial 
debt repayments. 

The government decided 
to buy the banking sector 
time to sort out its problems 
after dozens of Russian 


banks slid to the brink of 
bankruptcy following the 
collapse of the country’s 
ftiumriai markets. 

The move was also 
designed to ease the pres- 
sure on the foreign exchange 
market and help the central 
bank manage an orderly 
devaluation of the rouble by 
the year end. 

- Many foreign bankers, 
though, are furious with the 
government’s decision to 
prevent Russian entitles 
repaying their obligations - 
even when they are capable 
of doing so. "You cannot run 
Kkft a bull in a china Shop hi 
world financial markets,” 
.says one official at a Euro- 
pean bank with a big expo- 
sure to Russia. "The [for- 
eign] banks want a solution 
that secures the credibility 
of Russia in all financial 
markets." 

Solvent Russian banks are 
also irritated by the morato- 
rium, which will harm then- 
future credit ratings. Some 
smaller Russian banks, not 
included in a pod of 12 polit- 
ically well-connected banks 
whidi will be supported by 
the centra) bank, detect the 
malig n influence of Russia's 
“oligarchs", whose empires 
are in risk of unravelling. 

Although details of the 
moratorium were initially 
confused,. it now appears 
chiefly to affect repayment 
of principal cm foreign syndi- 


ZYKLON B GERMAN GROUP ACCUSED OVER POISON. GAS AND GOLD FILUNGS EXTRACTION 



against Degussa in US 


By John Authors hv New York 
and Graham Bowtay 
ta Frankfurt . 

US lawyers have filed a class 
action ■ -lawsuit against 
Degussa, the German manu- 
facturing conglomerate, 
alleging that it took a 
“unique" rede in the Holo- 
caust by proposing both the 
use of Zyklon B poison gas 
and the extraction of gold 
from victims' teeth and its 
subsequent re-smelting. 

The lawsuit signals a sig- 
nificant increase in pressure 
from US lawyers on Euro- 
pean companies involved in 
the Holocaust. Jt follows out- 
of-court settlements in the 
last two weeks by UBS-and 
Credit Suisse, the two larg- 
est Swiss banks, and by Gen- 
eral the largest Italian 
insurer. 

There are also likely to be 
several more lawsuits 
against European industrial 
companies over their use of 
slave labour during the war. 
while several large European 
insurers, including Allianz 
of Germany, axe attempting 
to negotiate an international 
commission, to settle the 
issue of unpaid insurance 
policies taken out by Holo- 
caust survivors. 


Edward Fagan placed the 
action at a court in New Jer- 
sey, where Degussa’s US 
subsidiary Is - based, on 
behalf cf four Holocaust sur- 
vivors who now live in New 
York. He said an out-of-court 
settlement was unlikely: 
“My clients want this case to 
go to trlaL" 

All the plain tiffs were 


said: “What’s explosive for 
Degussa is that you have 
almost a full cycle. They 
helped the Nazis identify the 
value of (he dental gold and 
they also helped them pro- 
duce the Zyklon B ” 

The lawsuit says that a 
recent historical report com- 
missioned by Deutsche Bank 
"specifically recognises 


The formal complaint does not name 
a sum Degussa should pay, saying 
this should be determined at trial 


bom in eastern Europe/and 
spent time in concentration 
camps. In their complaint, 
they say they saw the Nazis 
extracting the gold from the 
mouths of both dead and liv- 
ing victims. 

The formal complaint does 
not name a sum which 
Degussa should pay. saying 
this should be detennined at 
trial However, Mr Fagan 
said the company's assets 
should be “owned" by Holo- 
caust victims, saying: “1 
want every penny." 

Mr Fagan said he expected 
the case to take two to three 
years to come to trial He 


Degussa’s independent role ' 
as an active accomplice in 
perpetrating the financial 
crimes and human rights 
violations of the Nazi 
regime." 

The leading Jewish repre- 
sentative In Germany wel- 
comed Che lawsuit. But 
Ignatz Bubis, chairman of 
the German Jewish C-oundl, 
said the amounts being 
sought were inappropriate. 

Degussa refused to com* 
ment on the suit The com- 
pany said it bad not yet 
received official notice of the 
legal action. 

"We have no understand- 


ing of calls for boycotts and 
sanctions by the plaintiff's 
representatives * against 
Degussa and its products in 
the US state of New Jersey,” 
Degussa said. The company 
said that it had hired histori- 
ans to research Degussa’s 
activities during the Nazi 
period. 

Deutsche Bank, which also 
faces a US lawsuit over its 
wartime actions, refused to 
comment on German press 
reports that it would next 
month meet Israel Singer, 
general secretary of the 
World Jewish Congress, in 
Frankfurt 

Helmut Kohl, German 
chancellor, on Friday sig- 
nalled that the government 
would not reopen its coffers 
to help pay damages to Nazi 
victims caused by German 
companies. 

The government has said 
that damage dawns must be 
solved by the individual 
companies Involved. This 
stance is supported by the 
BDL the German industry 
association. 

Several German compa- 
nies - including BMW and 
Volkswagen - have said 
they are wining to contrib- 
ute to a national fond for 
forced labour survivors. 


Gonzalez backs ex-colleagues 


^ By Davtt Wftite in Madrid 


Felipe Gonzalez. Spain’s 
former Socialist prime minis- 
ter, has- committed himself 
to the defence of two col- 
leagues convicted of "dirty 
war" crimes by putting his 
signature to their appeals 
against 10-year jail sen- 
tences. 

Jose Barrionuevo, interior 
minister under Mr Gonz&ez 
from 1982 to 1988, and Rafhel 
Vera, his national security 
chief and later’ state secre- 
tary, lodged appeals at the 
constitutional court on Fri- 
day, seeking annulment of 
their sentences in a case 
over a 1983 kidnapping. 

In ins determination to 
defend the two men, Mr 
Gonzalez, who re-enrolled as 
a lawyer after the sentences 
last mouth, is widely seen as 


risking his own reputation 
and the electoral future of 
the Socialist party, in opposi- 
tion since 1996: 

Although be quit as party 
leader last year, he has 
remained in the political 
limrifeht and has Influential 
b aplring - as a potential next 
president of. the European 
Commission. . 

The Communist-led United. 
Left party complained that 
Mr GonzSlez, who' is still a 
member of parliament, did 
not wait for congress- to 
gives its approval for .him to 
act as a defence lawyer in 
the.case. 

Spain's supreme court sen- 
tenced Mr Barrionuevo. and 
Mr Vera last month for ille- 
gal detention and misappro- 
priation of public funds. 
They were- the only defen- 
dants not to admit involve- 


ment in the kidnapping, the 
first crime attributed to the 
Anti-Terrorist Liberation 
Groups (GAL), which, went 
on to carry out a series of 
reprisals against the Basque 
Eta organisation in the 
south of France. - Ten- other 
former government ■ and 
part; officials and policemen 
received jail terms totalling 
over 68 years. 

The seven-io-four majority 
verdict by the panel of. 
supreme court Judges main- 
tained there was no reason 
to doubt the accusations 
made by several of the defen- 
dants against their superiors 
at the interior ministry. Jt 
also rejected defence argu- 
ments that too much time 
bad lapsed since the events. 

The appeals were based on 
the opinions -of the four 
judges who dissented from 


last month’s sentence, argu- 
ing that there was no proof 
against Mr Barrionuevo or 
Mr Vera. The defence will 
also seek to demonstrate 
irregularities in the initial 
investigation by the contro- 
versial examining magis- 
trate, Baltasar GarzOn. Most 
of the other defendants have 
already lodged appeals. 

The constitutional court is 
empowered to hear appeals 
involving alleged violations 
of citizens’ basic rights and 
liberties. Its say is final, and 
not subject to further appeal 
If it upholds the sentences, 
then Mr Banionuevo’s only 
hope of avoiding jail lies in a 
pardon by the centre-right 
government 

Several other cases in the 
GAL affair, which involves 
up to 28 deaths from 1963 to 
1987, have yet to come trial 


cated loans, margin calls ou 
repurchase transactions, and 
settlements on foreign cur- 
rency forward contracts. 
Fitch IBCA, the interna- 
tional credit rating agency, 
estimates the moratorium 
affects $250m of syndicated 
loan payments payable in 
the next three months, about 
$2.4bn of repurchase transac- 
tions, and a notional $40bn 
to (SObn of forward co ntr ac ts 
signed by Russian ha pl fs. 

The government has cer- 
tainly been taUriny tough, 
saying it is prepared to 
bankrupt troubled banks 
and allow creditors to seize 
their assets while providing 
state guarantees for house- 
hold deposits. In theory, this 
could mean 6ome foreign 
banks, with big loans to 
their Russian counterparts, 
end up with a big chunk of 
the Russian banking market 

-Anatoly Chubais, who has 
been leading Russia's loan 
negotiations, said restric- 
tions on foreign ownership 
of local banks would most 
probably be lifted. “It is very 
important that we have a 
real restructuring of the 
banking system which 
means that the banks whidi 
are insolvent should become 
bankrupt,” he sail). “This is 
a priority and it cannot be 
postponed.” 

But the Russian banking 
sector's ability to service its 
debts win depend critically 
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on how the government 
decides to restructure the 
$40bn government debt 
(GKO) market, which was 
frozen last week. 

The details of this 
exchange are expected to be 
announced today. Govern- 
ment ministers appear to 
have rethought their plans 
to inflict most of the losses 
on foreign holders of these 
treasury bills and now prom- 
ise to divide the pain equally 
with Russian investors. 

But the restructuring, 
which will forcibly extend 
the maturity of the govern- 
ment debt, will have big 
implications for the liquidity 
of the Russian banking sec- 
tor and its ability to service 
foreign loans. For example. 
Sberbank, the state savings 
bank which is the corner- 
stone of the Russian banking 
system, with more than 
three-quarters of all house- 
hold deposits, is estimated to 
own fl2bn to $15bn of GKOs- 


Foreign investors collec- 
tively hold up to $i7bn of 
GKOs and will be forced to 
write down big losses on 
their portfolios. Among the 
investment banks, Credit 
Suisse First Boston is widely 
believed to have been the 
biggest loser in the Russian 
market, given the scale of its 
operations in the GKO mar- 
ket. But rumours that its 
losses amount to Slbn are 
“exaggerated", the Credit 
Suisse Group said. 

The other big investment 
banking casualty could turn 
out to be Goldman Sachs, 
which had been expanding 
aggressively in Russia in 
recent months. The bank is 
thought to have reduced its 
exposure to the GKO market 
but has other Russian assets 
on its books. 

Its rivals believe it has 
also extended sizeable bridg- 
ing loans to regional govern- 
ments, such as Samara, in 
anticipation of arranging 


Chubais: Insolvent banks 
‘should become bankrupt* 

future eurobond issues. It 
may still have a portion of a 
$500m syndicated loan to the 
Yukoa oil group on its own 
books as well as part of the 
sovereign and commercial 
eurobonds it has lead-man- 
aged. Goldman Sachs 
declined to comment on the 
scale of its exposure. 

According to figures from 
the Bank for International 
Settlements, German com- 
mercial banks had the big- 
gest collective exposure to 
the Russian market at the 
end of 1987. with total loans 
of S30.5bn. The shares of 
Deutsche Bank and Dresdner 
Klein wort Benson, which 
have the biggest loan portfo- 
lios in the Russian market, 
have been battered by the 
uncertainty. 

The precise scale of all 
these banks' losses, though, 
wiD only be known once the 
details of the GKO and 
Moscow Club restructurings 
are complete. 
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TAXPAYERS* MONEY OPPOSITION ATTACKS OVER DISCLOSURE OF PROBLEM LOANS AND QUESTION OF SOLVENCY AT LONG TERM CRED IT BANK 


Caricom 


Tokyo government under fire on bank rescue “ 


By NBcbfyo Nakamoto in Tokyo 


The Japanese government’s 
financial sector reforms ran 
into fresh difficulties over 
the weekend as opposition 
parties mounted a concerted 
attack on the decision to 
bale out the Long Term 
Credit Bank of Japan with 
more than YSOObn ($3.44bn) 
of public funds. 

In a heated television 
debate, opposition parties 


roundly criticised the ruling 
Liberal Democratic party's 
proposal to inject taxpayers' 
money into LTCB without 
proper disclosure of problem 
loans and a definitive state* 
ment on whether or not the 
bank is solvent- 
Last Friday the LDP 
unveiled plans to inject more 
than YSOObn into LTCB in 
exchange for a restructuring 
plan to write off Y7S0bn in 

bad loans, close overseas 


offices and accelerate staff 
cuts. 

The LDP’s plan to rescue 
LTCB is hugely controver- 
sial since it proposes giving 
taxpayers’ money to a bank 
that is seen to have been 
irresponsible in its funding. 

The plan has provided the 
opposition with a convenient 
rallying point and put the 
ruling party on the defen- 
sive. It is certain to make 
more problematic urgently 


needed passage of a financial 
restructuring bill proposed 
by the LDP, which wiB be 
debated in the Diet (parlia- 
ment) from Wednesday. 
Although the LDP controls 
the lower house of the Diet, 
it needs the co-operation of 
the opposition to pass legis- 
lation through the upper 
house, where it does not 
have a majority. 

The opposition is particu- 

larly suspicious of the LDP’s 


assertion that LTCB is sol- 
vent Under currant legisla- 
tion, public foods can only 
be injected into banks If the; 
are solvent “If LTCB is sol- 
vent, there should be no 
need to inject public 
money,’’ noted Yukio Bdana 
first vice chair of the opposi- 
tion Democratic party's pol- 
icy research council . 

The LDP’s plan has been 
widely viewed as a desperate 
bid to rescue the proposed 


merger between -LTCB and 
Sumitomo Trust In particu- 
lar, the. decision by Keizo 
Obuchi, the prime minister, 
to summon the president of 
Sumitomo Trust to press for 
the merger, fuelled suspi- 
cions that the government 
was providing public money 
to make it easier for Sumi- 
tomo Trust to go ahead with 
the merger, in spite of its 
own reservations. 

The LDP y esterday said it 


was prepared to consider the 
Democratic party’s proposal 
to nationalise fouled banks 
and make LTCB an excep- 
tion rather than the rule for 
large banks that fail. 

Nevertheless, given the 
opposition’s united front 
against the ruling parties’ 
plan for LTCB. the LDP is 
certain to face, difficulty get- 
ting its proposed financial 
legislation through the Diet 
as quickly as it hopes to. i 


Dominican 


By Canute James h Kfegstoa 


Opposition’s rising star plans the end of Obuchi’s rule 


Naoto Kan has a 
clear view of how 
Japan should be 
run, reports 

Khozem Merchant 


T he earth moved as Naoto 
Kan outlined his radical 
plans for Japan. 

But the tipped to be 
Japan's next prime minis ter 
was undisturbed. “I want to 
make fundamental changes 
in the way this country is 
governed.” he declared as 
the 20-second tremor rattled 
the headquarters of his Dem- 
ocratic party of Japan. 

The Liberal Democratic 
government which has ruled 
Japan most of the past five 
decades “will be out by the 
end of this year", he said, a 
view shared by many in the 
markets. Mr Kan’s DPJ is 
the largest opposition party 


and though it cohabits with 
a fractious bunch of minor- 
ity parties, it possesses in Mr 
Kan the most popular politi- 
cian in the country. 

Mr Kan - nicknamed fra 
Kan. “irritable Kan”, 
because of his short temper 
- says there is a great sense 
of expectation of the “DPJ 
and me". A decade ago, he 
recalls, “the economy was 
first rate, the politicians 
third rate. Now we have a 
third rate economy but poli- 
ticians must become first 
rate." 

As he aligns the DPJ in 
the middle ground on issues 
from banking to the bureau- 
cracy, Mr Kan is increas- 
ingly seen by markets as a 
preferred option to Keizo 
Obuchi, the prime minister 
whose immense unpopular- 
ity adds to the problems be 
faces in trying to revive an 
anaemic economy. 


The contrast with Mr Obu- 
chi, 72. is striking. Mr Kan is 
young (51). and that rankles 
in a culture where seniority 
is sacrosanct. He is the 
dynamic new face of politics 
in a polity of soiled faces. He 
has always been an outsider, 
resisting the embrace of the 
LDP. though he did serve in 
an LDP administration as a 
member of a minority party. 

He hails from a modest 
background, not the blue- 
blooded political families 
that fill .the LDP. He chal- 
lenges the status quo. He 
was even voted “best dressed 
man” several years ago and 
wears suits that betray the 
modernist touch of the Euro- 
pean social democrats he 
hopes to emulate. “Kan is a 
cross between [Britain’s 
Tony] Blair and [Italy’s 
Romano] Prodi," says an 
admirer. 

Mr Kan believes three fac- 


tors win eventually deliver 
him power; the impetus from 
the opposition’s stunning 
victory in upper house elec- 
tion in June, entrenched 
market antipathy to Mr Obu- 
chi, and the government’s 
shallow support among vot- 
ers. '“Hie people did not vote 
for Mr Obuchi; the LDP put 
him in office." 

The catalyst for Mr Obu- 
chi’s removal, he says, will 
be the government’s 
dile mma over the h anking 
sector, which is saddled with 
bad and non-performing debt 
of Y88,000bn ($606bnj. The 
government's bridge bank 
scheme to save failed banks 
is been debated in parlia- 
ment. one of six financial 
bills whose passage is cru- 
cial to Mr Obuchi's survival 

For its part the DPJ wants 
an end to the use of public 
funds to recapitalise banks; 
effective nationalisation of 


the banks, their rebabilita-. 
tioa and re-sale: pu nishment 
of- dilatory management; and 
more transparent disclosure 
of debt The last point car- 
ries greater weight after Mr 
Obuchi's statement last- 
wed; that individual audits 
of banks by the Financial 
Supervisory Agency would 
not be disclosed because of 
their “ unse t tling influence”. 


M r Kan concedes this 
would result in more 
short-term unemploy- 
ment but adds that a Kan 
administration, would pro- 
mote retraining-, crucial for 
ex-financial sector workers 
from the “job for life" cul- 
ture. He says the Jesson from 
the ha hiring excesses is that 
“low productivity areas 
should be closed”. 

It is an the administration 
of government that Mr Kan 
envisages a long-term 


impact Hie wants “to return 
power to politicians, 
away from elite and une- 
lected bureaucrats”. He 
would decentralise decision- 
making and resources to the 
regions. “In the past politi- 
cians had to' request 
resources from bureaucrats, 
who made the final deci- 
- sions. Politicians were inter- 
mediaries, not the leaders 
they should be." • 

Hie first part is already 
under way after the corrup- 
tion scandals of the past 
year at the once omnipotent 
ministry of finance, a favour- 
ite Kan target 
Mr Kan would also over- 
haul and simplify the struc- 
ture of governance by cabi- 
net he says. This would 
ensure the further diminu- 
tion of bureaucrats. His hos- 
tility to the bureaucracy 
strengthened during his 
.term as minister of health, 



Kan: most popular politician 


where his handling of an 
HIV blood scandal was 
described as “a breath of 
fresh air” by commentators. 

He quit the ministry but 
his openness in addressing 
the issue helped redefine the 
relationship between politi- 
cians and bureaucrats. Now 
he' says: “I will not have 
bureaucrats telling the gov- 
ernment what to do.” 


Leaders of the Caricom, a_ 
Caribbean trade bloc, and. 
the Dominican Republic, 
have signed a free trade 
treaty which they aay.wffl, 
help prepare their small 
economies for a hemispheric • 
free trade area to be created 
in 2005- 

" The agreement was signed 
in the Dominican Republic 
during a regional summit to 
discuss the Caribbean's 
future trade relations with 
the European Union. 

The pact will take effect in 
January, and is expected to 
increase the limited’ trade 
between the 15-nation Cari- 
com. which has a population 
of 13m people, and the 
Dominican Republic; which 
has a population of 7m 
people. 

Dominican leaders said the 
agreement will help to inte- 
grate the economies of the 
Caribbean Basin, with their 
country acting as a “bridge” 
between the Caribbean and 
Central America. 

The Dominican Republic 
recently agreed a similar 
free trade treaty with five 
countries in Central Amer- 


ica. 

Caricom includes Belize in 
Central America, the Baha- 
mas. Jamaica,. Haiti, the 
Windward and Leeward 


Caracas 
seeks tax 
powers 


By Raymond Cofitt in Caracas 


‘Unbreakable’ 
encryption to 
protect internet 




Islands in. the eastern Carib- 




Venezuela's Congress this 

week could grant last-track By Louise Keboe complex mathematical prob- 

approvaJ for proposals to in San Francisco and lems which were unsolvable. 

help plug a budget deficit Pan! Taylor in London However “active” attacks 

and ease pressure on the — bypass the difficulty or solv- 

national currency. Technology to thwart even ing the underlying mathe- 

The government on Friday the most aggressive internet matical problem by sending 
sought special legislative hackers will be unveiled a series of cleverly con- 
powers from Congress to today by mathematicians structed messages to a corn- 
issue new debt and intro- from International Business puter that holds the secret 
duce a value-added tax to Machine's research labora- decryption key. 
cover a budget deficit caused tory in Zurich and the Swiss By analysing responses to 
by an estimated $5 bn oil rev- Federal Institute of Technol- the bogus messages, an 
enue shortfall this year. ogy. attacker can decode 

Teodoro Petkoff. planning The researchers claim to encrypted messages passing 
minister, said approval of have created the first ever thro ug h that network. The 
the package would help “unbreakable protection" for Cramer-Sboup method 
counter fears or a currency computer data: a break- thwarts these attacks by 
devaluation. “If the country through in encryption tech- adding another series of cal- 
perceives that the govern- oology that could ensure the culatious which ensure that 
ment is able to confront the security of electronic com- the server teaks no informa- 
fiscal situation, the idea of a merce. tion when responding to 

devaluation, foreign The technology "really bogus text, 
exchange controls and the will make a big difference” “its important that we nip 
need to buy dollars will dis- to the security of internet ^ type & powerful attack 
si pate." He has repeatedly transactions such as buying in bud," said Victor 
denied that a devaluation or books from a web site using stamp of IBMs Zurich 
foreign exchange controls a credit card number, said Research liahoratorv who 




mm 






: .vj 


k V. •-**.. rtf 


by an estimated $5bn oil rev- 
enue shortfall this year. 
Teodoro Petkoff. planning 


By analysing responses to 
the bogus messages, an 
attacker can decode 
encrypted messages passing 


- -’ll 


thwarts these attacks by 
adding another series of cal- 


bean, Barbados, Trinidad, 
and Guyana and Surinam in 
South America. 

Trade between the group 
aud the Dominican Republic 
was valued at $50m last 
year, with most Dominican 
exports going to Jamaica, 
and most of its imports from 
naHfwn coming from Trini- 
dad and Tobago. 

The treaty covers trade in 
goods and services, the 
reciprocal promotion, and 
protection of investment, 
government procurement, 
sanitary measures and stan- 
dards. and te chnical barriers 
to trade, according to the 
Caricom secretariat. 

The leaders of Caricom 
and the Dominican Republic 
asked the European Union 
not to dismantle their prefer- 
ential markets when a trade 
pact with the Union expires 
in 2000. 

A successor to the trade 
treaty, the Lomfe Conven-. 
tion. Is to be negotiated 
between the EU and the 71 


devaluation, foreign 
exchange controls and the 


dilations which ensure that Thousands of people joined a protest against afleged election fraud yesterday, cheering as opposition leaders called for Cambodian between the EU and the 71 
the server teaks no informa- strongman Hun Sen to step down, AP reports from Phnom Penh Leaders from 10 opposition parties headed the raSy against the July member African. Caribbean 
tion when responding to election in which Hun Sen’s ruling Cambodian People’s party won by a sight majority. “We wfl not accept the results of an o l oc ttoc that and Pacific (ACP) Group, 
bogus text. was fixed," the o pposition Sam Rainsy party and its afiy. Prince Norodom Ranariddh's Fundnpec party, said in a statement "And we w& made up of former European 

“Its important that we nip not bended by a regime that wins through a fixed election.” Picture by Rotters colonies, 

this type of powerful attack 
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made up of former European 
colonies. 


Charles Palmer, IBM's top invented the new security 
encryption researcher and system with Ronald Cramer 


foreign exchange controls a credit card number, said Research Laboratory, who 
would be introduced. Charles Palmer, IBM's top invented the new security 

It also seeks to approve by encryption researcher and system with Ronald Cramer 
decree reform bills on cus- head of the company’s “ethi- 0 j Swiss Federal lnstl- 
toms, social security and the cal hacking" group, which Technology, 

power sector. ;is well as leg- searches for security loop- 

islation on a fund that would holes on behalf of IBM cus- f neonle eatable of 

mitigate the impact of oil tomers. 


tute of Technology. 


islation on a fund that would 
mitigate the impact of oil 
price fluctuations on govern- 
ment revenue. 


There are only perhaps a - nai - a _ 1 

few dozen people capabte of By James Kynge « Befog 


The breakthrough comes attlck added^JVLr china * one of wo f ld s compared to the same period 


Yet. fast-track approval for the vulnerability of Internet 
some of the proposals, espo- transactions since the dis- 


amid growing anxiety about However closure largest 0031 Producers, 15 a year ago. 
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COAL MINES INDUSTRY TO BE RESTRUCTURED AS PRICES FALL __ 

China to shut 22,000 pits to spend more 

By James Kynga in Be$og energy output fell 5.5 per than a third of national out- # 

— cent in the first six mon t hs put. officials said. 

China, one of the world's compared to the same period The closures are necessary fj f § ■ 1 kJl |XV<- | 


The closures are necessary 
to cut annual production by 


transactions since the dis- w, 2000 111 a * >o1 u move t0 t0 su PP° rt th* arguments of supply with demand, the 

covcry by researchers earlier r'Tr . . „ 80 restructure an Industry hit some economists who say official China Daily newspa- 


close some 22.000 mines by The new statistics appear 200m tonnes and balance 


daily the tax reform bill, covcry by r 
face uncertain prospects in this year c 
parliament. Analysts say break thr 
some legislators are hesitant strongest 
to raise taxes in an election systems. 


over to the dark side". 


this year of a new way to , ~ ' . 

break through even the ® M ^ incorporate 
strongest encryption new t«*notogj in a 


“ . . ? ' by chronic oversupply and 

IBM plans to incorporate weakening demand. 


By Christopher Partes 
in Los Angeles 


that China’s headline growth per quoted Wang Xianzheng, 

figures paint too rosy a pit- deputy director of the State Californian business leaders 


up much of the balance. 

Almost two-thirds of the 
total would be needed to 
biiild roads and elementary 


ine new leconoiop in a The plan, repeated by the ture. “It is difficult to under- Coal Industry Bureau, as have joined the debate over schools, which have been 

ri^ 6 . Yer Er ja °* rts securt Q'' official media yesterday, pro- stand how we can have 7 per saying. Total output in 1997 the state's crumbling infra- singled, out by economists as 


IBM claims the “Cramer- ^Rxaxe. The company vrUl | y^es a disturbing insight cent growth, when the was L33bn tonnes. 


The social security legists- Shoup cryptosystem", which ma ^f ** available free to into the extent of China’s energy to fuel that growth is 


lion is said to enjoy wider will be unveiled today at the other software and computer economic slowdown. Coal down by nearly as much," 


consensus. 

While the government 


CryptoSS conference at the suppliers 


contributes about 75 per cent said a Chinese stockbroker. 


The restructuring was pri- $90bn to be spent over the 
marfly aimed at reversing a next 10 years on roads, edu- 


structure with a call for the state’s most pressing 
$90bn to be spent over the needs. 


University of California- "This system delivers a of its energy needs, but out- The plan to restructure 


sharp fan In coal prices and cation and other public ser- 
boosting profitability at big vices. ' 


The most recent critique 
of the state’s infrastructure, 
from economists at the Urn- 


hope's to borrow as much as Santa Barbara, closes the new level of integrity for put fell 7.8 per cent to 539.7m the coal industry is the lat- state mines. The 94 main The initiative marks a new versity of Califomia-Los 


$1.4 bn. Maritza fcsaguirre, the door on these so-called internet communications, tonnes in the first half of the est of several signs of eco- state coal companies had a stage in a discussion con- Angeles, said the SanFran- 

finanre minister, admitted “active" attacks - consid- and is particularly suited for year compared with the nomic decline. Most closures combined loss of RMBl-75bn ducted with increasing cisco bay area had “hit the 


on Friday that “deteriorating ered by security experts to e-commerce applications same period a year ago. are expected to come from ($2Hm) in the first half of I urgency by economists and 


conditions in emerging mar- be a serious security weak- 
kets affected the govern- ness. 


such as cyber-auctions, officially, gross domestic among about 75,000 smaller this year, compared with a academics since the region 


mom's strategy to go to 
international capital 
markets, forcing a max- 
imisation of domestic 
resources. “ 


credit card purchases, and I product climbed an annual- pits run by township and vil- RMB200m_ profit during the started its recovery from 


Until these types of attack protecting private informa- ised 7 per cent in the first lage enterprises. Although whole of 1997. 
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began, “strong” commercial 


recession in 1994. bat so for 


said Jeff Jaffe, half of the year, down from these are sometimes unli- Domestic stockpiles rose largely ignored by politi- 


cryptosystems were thought general manager for IBM’s as per cent for the whole of censed and less efficient 9.35m tonnes In the first six clans 


to be secure because they security products and ser- 1997. But, according to statis- than the 2,500-plus state months of the year to 65.3m 


wall”, and was unable to 
cope with demands of the 
fast-growing population. 

The infrastructure 
throughout the state, which 
expects a 20 per cent rise in- 


were built around highly vices. 


tics released yesterday, total mines, they produce more 


The California Business population in ‘ the next 20 
Roundtable, which issued years, is undo- heavy pres- 


FIRST BUDGET EMPHASIS LIKELY TO BE ON AGRICULTURE □ REGIONAL ECONOMIC CRISIS WORSENS PROBLEMS FOR ESTRADA 


the funds appeal, said it sure, but its condition has 
aimed to put the need for 


Philippine president faces severe fiscal crunch 


investment on the political 
agenda in time for the' elec- 
tions in November which 
will see the installation of a 
hew governor and -many new 
legislators in Sacramento. 


By Justin Maraszf in Manfta 


Philippine President Joseph 
Estrada’s two-month-old 
administration has been 
long on rhetoric and short 
on action. 

Hounded by charges of 
reviving cronyism, repaying 
political debts with contro- 
versial senior appointments 
and wasting money on refur- 
bishing the presidential 
yacht, the former movie star 
has been farced on to the 
back foot by an aggressive 
press. 

Today, when he presents 
his first budget to Congress, 

the new president has the 
chance to retake the initia- 
tive. His room for manoeu- 
vre. however, is seriously 
constrained by the worsen- 
ing Impact of the regional 
economic crisis. 


Lost week, Mr Estrada 
said the calender 1999 bud- 
get would be “market- 
friendly and pro-poor", total- 
ling 579bn pesos (5i35bnl - 
10 per cent higher than in 
1998 - with a budget deficit 
projection of I8bn pesos, or 
0.6 per cent of gross national 
product. 

“I aspired for the presi- 
dency to lead us out of this 
wilderness and repair the 
damage Inflicted on our poor 
by an inequitable and hostile 
social and economic struc- 
ture that has taken root 
from years of neglect and 
indifference." he said. 

Health, education and 
social welfare projects will 
be priorities, said Mr 
Estrada, who earlier 
announced the postpone- 
ment of an ambitious mod- 
ernisation of the armed 


forces and maintenance of 
the 25 per cent across-the 
board spending cuts. 

Beyond the populist rheto- 
ric, Mr Estrada appears to be 
acting consistently in follow- 
ing his repeated pledge to 
focus on agriculture. Its 1999 
allocation will rise 22 per 

cent from I998's 14.2hn 
pesos, according to Benja- 
min Diokno, budget secre- 
tary. 

Rocked by the El Nino 
weather phenomenon, form 
output slumped 7.2 per cent 
in the first half. Its worst 
performance in 20 years. 
Agriculture employs more 
than 40 per cent of the work- 
force and accounts for about 
20 per cent of gross domestic 
product; its health is critical 
to the wider economy. 

In spite of the relative 
optimism of the new admin- 


istration - Mr Diokno says 
the budget will be balanced 
by 2000 - most believe the 
government is facing its 
worst fiscal crisis since the 
early 1990s. 

“The amount of the deficit 
in 1998 is still uncertain It 
could be anything from 30bn 

to KHm pesos, or 2-3 per cent 
of GNP," says Ernesto Per- 
mit. senior economist at the 
Asian Development Bank. 
More optimistically Mr 
Diokno says it will hit 40bn 
pesos, or 1.4 per cent of GNP. 

Analysts also worry that 
supply side calculations may 
be unrealistic given the 
deteriorating macroeco- 
nomic outlook. “One of the 
big issues in this budget is 
the estimate of revenue 
growth in 1999," says Alex 
Magno. politics professor at 
University of the Philip- 


pines. “It is based on an 
assumption of 3-4 per cent 
GDP growth in 1999. .Given 
the risk for recession this 
year, that could be problem- 
atic." 

Henri Lorie, senior resi- 
dent representative of the 
International Monetary 
Fund, which begins a review 
of tbe country's two-year, 
$l.37bn “precautionary 
arrangement” on Wednes- 
day, says: “We will have to 
look at how achievable the 
revenue target is. Quite 
frankly, it seems on the high 
side" - based on a 20 per 
cent growth from the previ- 
ous year. 

Like many analysts, Mr 
Lorie also questions how 
mush revenue the govern- 
ment will be able to raise 
from its controversial 
planned . tax amnesty. 


Edgardo Esplritu, finance 
secretary, believes it will 
generate 7bn-3Qbfl pesos. But 
GtdDenno Luz, head of the 
influential Makapi business 
deb, points out that no tax 
amnesty in the Philippines 
has ever produced more than 
lhn pesos. 

Apart from these tough 
economic challenges, Mr 
Estrada may also free a legal 
battle from local government 
units if their funding is cut 
by 10 per cent from 8lbn 
pesos in 1998, as the adminis- 
tration intends. A more dam- 
aging political 'drawdown is 
likely if Mr Estrada refuses 
to budge over his plans’ to 
abolish the congressional 
“pork barrel" funds, used for 
congressional members pet 
infrastructure projects 
which represent 5-10 per cent 
of the national budget 


Officials said the state’s 
population had increas ed 50 
per cent in the past 20 years, 
but road capacity had risen 
less than 10 per cent and the 
share of the state budget 
spent on infrastructure had 
fallen to about 3 per cent 
compared with 20 per cent in 
the 196Qs. 

California, once the 
nation's leader, now ranked 
26th in terns of per capita 
infrastructure spending. 

The roundtable group, a 
non-partisan assembly of the 
chief executives of the 
state's main companies, said 
Us plan would qualify for up' 
to $3Gbn . in federal funds, 
and the state should fosse 
bonds to raise $25bn mcre. 

Sales tax revenues,- grow-', 
ing -fast as the economy 
booms, and the injection ~of 
other local resources into 
school truDding, could make 


Politicians have 
shied away from 
the issue 
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barely figured in the politi- 
cal debates leading up to the 
November elections. 

Although the' roundtable 
proposals stress no new 
taxes or tax increases would 
be needed to fond its plan, 
politicians have shied sway 
from tbe issue because of the 
public mistrust of public 
spending policies and those 
charged with implementing 

them. 

. Although education has 
featured strongly in the 
.gubernatorial campaign, the 
focus has been on teacher 
training and pay rather than 
the stale of the schools 

The two candidates’ latest 
face-to-face debate focused 
almost entirely on abortion 
and the death penalty, 
although Surveys show pub- - 
lie interest is low. 
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Ahern fears more violence in N Ireland 
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By Liam Haftfgan, 

Poetical Cwiwpoodent 

Bertie Ahem, Irish prime 
minister, warned .yesterday 
that the Omagh bomb trag- 
edy, was. unlikely to be the 
final chapter in Northern 
Ireland's history of violence, 
in a move contradicting 
Tony Blair, Britain's prime 

minister. 

While insisting the IRA 
could "soon signal" its inten- 
tion to. begin' decommissi on- 
ing anas, Mr Ahem held out 
the prospect of mare vio- 

S African 
company 
likely to 
win $163m 
army deal 

By Alexander IficoH, 

Defence Correspondent 

Deuel, the South African 
arms manufacturer, is expec- 
ted to win a £i00m (Bi63m) 
competition to supply 
charges for the British 
Army’s AS -90 howitzers, 
beating British and US 
rivals. 

The contract, likely to be 
announced in the next few 
mouths, win be an important 
export boost for the South 
African company, which lias 
been restructured since the 
end of t&artheicL 

However, it will be a blow 
for Royal Ordnance, a sub- 
sidiary of British Aerospace, 
and threatens closure for the 
company's Bishopton plant, 
near Glasgow in Scotland. 

Royal Ordnance is under- 
stood to acknowledge that 
Denel has a good technical 
answer to the army's 
requirements. But it is 
expected to argue that it 
should win a significant 
share of the work should 
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Europe's largest ammunition 
producers, has found it diffi- 
cult to win orders for same ’ 
of its products and recently 
announced' the loss of 475 
job? spread over seven 
phthfs, ifccltiding 20dat Not-; 
tingham. central Rn giand. 
Tbe company employed 
about 4,500 people before 
those cuts, were announced. 

The contract Denel . is 
likely to win is for the “mod- 
ular charge", the ignition of 
which propels a shen out of 
the howitzer’s barrel. Mod- 
ules of propellant can be 
added to extend range, an 
advance on previous systems 
in: which different charges 
were needed for different 
ranges. 

Denel has developed a 
modular system similar' to 
the army's requirement, 
which Is understood to 
reduce wear on the barrel 
a qd Is hi service with other 
customers. 

Royal Ordnance has bad 
talks with Denel, which sub- 
sequently put proposals for 
work share to the Ministry 
of Defence. A response is 
expected within a tew weeks. 

Closure of the Bishopton 
plant would he sensitive 
partly because it would 
leave the UK without a 
domestic supplier for some 
types of propellants, and 
therefore dependent on the 
South African or other 
foreign suppliers. 

. The Ministry of Defence 
would not comment on who 
might win the modular 
char ge contract but said it 
was due to make a decision 
by next April- The third con- 
tender is a consortium of 
three US companies. 
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lence from other terrorist 
groups refusing to accept the 
Good Friday peace agree- 
ment 

Td lcrve to say I believe 
this is the.last event" he 
said. “But I think there is a 
small element and they are 
small, who do not share that 

fe eling " 

In contrast Tdr Blair feels 
last weekend's bombing, 
which killed 28 people, co uld 
maiic the end pf sectarian 
violence in Northern Ireland. 

"Good can come out of 
this- It could be the final 


horrific event which doses 
this chapter in Irish history 
forever," be will say in Bel- 
fast tomorrow , while' 
announcing a package of 
anti-terrorist measures. 

The Irish National libera- 
tion Army, the republican 
splinter group responsible 
for the 1979 killing of Airey 
Neave, the Conservative par- 
ty's spokesman on Northern 
Ireland, called a ceasefire cm 
Saturday while 40,000 
mourners gathered in 
Omagh for a mgynnri el ser- 
vice. 


WATER INDUSTRY 


.But Mr Ahern gave an . 
apparent indication that a 
comprehensive decommis- 
sioning of weapons could 
require- similar gestures 
from British forces stationed 
in the province. 

“Thera has been lots of 
talk about decommissioning 
on one side, but we need to 
talk about demilitarisation 
in an overall sense," he aid 
an British television. 

Mr Ahern said that under 
the peace agreement, signed 
by Sirm F&n, the IRA would 
hand in its weapons over the 


next two years. But the Real 
IRA, the body responsible far 
the Omagh bombing, was 
"probably not into the busi- 
ness of decommissiomsg one 
way or the other". ' 

Mr Ahern confirmed he 
had considered internment 
(imprisonment without trial) 
after the Omagh bombing, 
but decided it was pointless 
as Mr Blair’s government 
had previously reversed 
Northern Ireland's intern- 
ment laws. 

“Internment was very 
much an the agenda for the 


Irish government and would 
still be. if we had to." said 
Mr Ahern. “But it would 
have made very little sense 
when it was not part of 
Northern Ireland’s legisla- 
tive measures." 

The INLA move, which 
leaves the Continuity IRA as 
the only terrorist group not 

On ceasefire, increases pres- 
sure on Mo Mowlam, North- 
ern Ireland secretary, to 

include It among paramili- 
tary organisations likely to 
benefit from the early pris- 
oner release scheme. 


Mills cut their cloth according to the market 


Sheila Jones finds 
the Asian crisis and 
strong pound are 
forcing the textiles 
industry to go abroad 
for cheaper supplies 

B ritain’s textiles and 
clothing Industry is 
used to hard tfaw*, and 
has battled for decades 
against cheap imports. 

But current troubles, 
marked by a wave of redun- 
dancies and factory closures, 
have grown more acute with 
the Asian financial crisis 
and the strong pound. 

Exporters and producers 
I for the domestic market are 
cutting jobs, and some are 
i shifting capacity out of the 
1 UK. So far this year more 
than 4,000 jobs have been 
lost in the industry from a 
workforce of about 360.000. 

Dewhirst, which supplies 
garments to Marks and 
Spencer, one of the UK’s 
i leading retail chains, this 
week announced 120 job' 
losses on top of nearly 300 
redundancies already 
planned. Scotland-based 
Dawson International is clos- 
ing two factories. SR Gent, 
which also supplies M&S. is 
shutting three factories. 

Exports of manufactured 
goods and textile fibres have 
dropped steadily in the past 
15 months. Garment produc- 
ers axe increasingly sourcing, 
cheaper goods from, outside 
the UK or shifting produc- 
tion to lower-cost bases in 
countries such as Indonesia, 
Malaysia, Sri Lanka and 



TToubleat mflfc nofe of thread isidefgo dyekig prooassn at a plant in northern England BobCoSer 


Morocco. Some companies 
are faking their techno- 
logy abroad, where develop- 
ing countries are competing 
on quality. 

Employers say high inter- 
est rates, a strong pound, 
shrinking Asian markets 
and recessionary pressures 
only add to a long list of 
difficulties: failing demand 
for knitwear at home,, over- 
capacity in global markets, 
falling prices, increasing 
labour regulation, and what 
the Industry argues is over- 


protection in competing 
markets such as Italy. 

“The strength of sterling is 
causing considerable pain 
and there will be more clo- 
sures and lay-offs, " says 
John Wilson, director- 
general of the British 
Apparel and Textile Confed- 
eration. 

“Exporters that had built 
marke ts in Asia are suffer- 
ing a double whammy, and 
they cant easily turn to the 
domestic market because 
high street sales are flat 


You cannot replace those 
markets overnight." 

Dewhirst, which employs 
1400 globally, now produces 
40 per cent of its garments 
outside tiie UK. in factories 
in Morocco, Malaysia and 
Indonesia. “We have made 
no secret of moving more 
production overseas. It is 
about cost," says Mike Wil- 
liams, Dewhirst's personnel 
director. “The strong pound 
is one factor. In the UK, 
we have ever-increasing pro- 
duction costs and now the 
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national Tntnnrtnm wage." 

Peter Booth, organiser for 
textiles at the TGWU trade 
union, believes as many as 
25,000 jobs could go this year 
unless interest rates and the 
pound come down. 

He also says the industry 
needs greater support from 
UK retailers. “M&S, which 
has traded on its ‘buy Brit- 
ish’ policy, used to source 
nearly 90 per cent of its 
goods from UK companies 
but that has now fallen to 
about 70 per cent," he says. 

M&S acknowledges that it 
is buying a smaller propor- 
tion of goods in the UK. but 
adds that the value of pur- 
chases has risen from £3£bn 
10 years ago to £5.7ha last 
year. “We are really the only 
major retailing industry that 
can demonstrate continued 
support for the British gar- 
ments industry. Without os. 
H would not be what it is 
today." it says. 

Robin Anson, managing 
editor of Textile Outlook 
International, says the 
industry has to contract fur- 
ther as prices continue to 
fall and competition 
increases. He says UK pro- 
ducers need to follow the 
example of Germany, where 
producers have forged 
strong relationships, includ- 
ing technology transfer, in 
lower-cost bases, mainly in 
eastern Europe. Only 25 per 
cent of German goods are 
produced at home. 

“The best thing British 
producers can do is look at 
outsourcing, " says Mr 
Anson. “If they don’t, the 
retailers wQL" 
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Regulator calls for 
increased competition 

The water industry in England and Wales may be opened 
to wider competition teat woiid grsaBy Increase the num- 
ber of business customers able to choose their supplier, 
under proposals by the industry’s regulator. 

Water companies reacted with hostility yesterday to 
plans by ten Byatt, director-general of Ofwat, the regulator. 
But the government said it was open to suggestions for 
greater competition if it was in the interest of consumers 
and the environment Michael Meacher. environment min- 
istff, sad: “My main concern is improving environmental 
quality but if that is compatible with greater competition, 
it's in principle a good thing." 

The proposals could potentially increase the number of 
companies choosing an alternative to thfrtr local water 
company from a handful to thousands, and bring In hospi- 
tals and large public-sector buildings. 

Brian Groom, London 
Lex. Page 14 

STOCKBROKiNG 

Firms warned of online threat 

British stockbrokers and insurers could Jose out to aggres- 
sive US companies entering the UK market using the inter- 
net, says a report due out this week. 

But UK banks. <n spite of foiling to taka advantage of the 
internet, face a lessor threat from entrants because cus- 
tomers are naturaRy reluctant to move their accounts, 
Fletcher Research, a new media consultancy, concludes. 

Benjamin Ensor, the report’s author, said: “British per- 
sonal finance companies have missed the opportunity to 
build a loyal online customer base over the past two years. 
These companies are now threatened by US companies 
with greater internet expertise that win use the Internet to 
overcome their lack of physical distribution In the UK." 

Only a handful of UK finance companies - inducting 
Eagle Star, the insurer. NetPep. a small online fund man- 
ager, and foe Co-operative Bank - have made any effort in 
the new medium. “US companies such as Citibank. Fidel- 
ity, Charles Schwab and E'Trade are beginning to offer UK 
consumers better services at lower cost on the internet" 
James Mackintosh, London 


JAPANESE TRAINING PROGRAMME 

Economic ills deter executives 

UK company managers are losing interest In Japan as toe 
country continues to experience economic difficulties and 
problems in toe banking system. 

An executive training programme run by the European 
Commission, which allows European business people to 
spend 18 months in Japan, is finding an acute shortage of 
applicants from Britain. 

“It'S very depressing. It's the toughest year so for," says 
John Patrick, the scheme’s representative in the UK. The 
annual training programme was established 19 years ago 
to encourage European companies to export to Japan. 
The Commission pays £70,000 for each participant. Up to 
70 businesspeople take part each year, with managers 
from Shell, Rover, and Royal Sun Life among past British 
participants. Emiko Terazono, London 


to domestic and 
service sectors 




By Brin tenon 


Northern and ' -central 
England are bearing, the 
brunt of an economic slow- 
down that is spre&tfing from 
manufacturing exptfrt 
sectors into services and UK 
markets, two surveys 
published today suggest 

An analysis of company 
profitability by Experten, foe 
business information group, 
shows average pre-tax profit 
margins were 8.1 per cent 
in the first- quarter of this 
year. 

This was slightly ahead of 
the first quarter of 1997 hut 
several sectore, particularly 
those in export markets, 
were down as companies cut 
margins to maintain comp- 
etitiveness. 

These included chemicals 
(down from 7 A per cent to 
6.B per cent), electronics and 
electricals (6.4 to 5.3 per 
cost), engineering (5.9 to 3.6 
per cent), printing, paper 
and publishing (6.1 to 49 per 
cent) and textiles (4.0. to 2.7 
per cent). 

Domestic and service 
sectors affected included 
advertising and media (down 


from 8£ per cent- to &7 per 
cent), non-food retail (8.6 to 
85 per cent), transport (10-4 
to 10.2 per cent), miscella- 
neous services (6.6 to 6.1 per 
cent) and utilities (15.6 to 
142 per emit). • 

Profit margins fell in most 
regions apart from the 
south-east, East Anglia and 
Scotland. In the north-west 
they fell from 8.1 per cent to 
6.1 per cent, and in Wales 
from 5.3 per cent to 42 per 
cent 

Scotland saw margins 
increase to 11.4 per cent, 
making it the most profit- 
able part of Britain. 

Confidence among small 
and medium-sized exporting 
companies has fallen to its 
lowest since the last reces- 
sion, according to Lloyds 
Bank's twice-yearly survey. 

Economic growth slowed 
sharply in the first half 
as a result of weakening 
demand because of the 
strong pound. 

Growth in exports is at its 
lowest since the last reces- 
sion, with only 32 per cent of 
companies reporting a rise 
in export orders in the first 
half against 36 per cent who 
saw orders fall. 
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She bed her book opm wen before 
she was property sitting down. 

She smiled as shewas reacting* •. - 

sometimes even laughed auttotid, 
often casting a dreamy glance d* : 

the blanket of clouds below be«C' ’ 

• • <- , . . - * . 

No questions, no requests.' - 

Everything was lost fine. !•* 




Demand falls for 
skilled employees 




By Robert Taylor, . 

Bnptoyraart Bttta r 

Skill shortages are growing 
less acute as .the UK econ- 
omy slows down, according 
to research published today. 

The largest decline in the 
demand for skilled .employ- 
ees has "»np in the manu- 
facturing sector over the 
past three months, according 
to Reed Personnel Services.. 
Now 60 per cent of compa- 
nies are reporting skill short- 
ages.- brut this compares 
with 78 per cant, in May. 

However, the shortage of 
qualified employees in the 
service sector has fallen only 
8 per cent in the same period 
from 75 per cent to- 67 per 
cent of companies. 

in catering; 94 per cent of 
companies arc reporting 


reentitment difficulties, hut 
shortages in distribution 
dropped from 72 per cent to 
57 par cent between May and 
August, while remaining 
static in retail at 57 per cent 
•_ The public sector remains 
the area with the most skffl 
shortages. As many as 68 per 
cent of employers reported, 
difficulties, which Reed Per- 
sonnel believes may be due 
to the sector’s lower wage 
settlements. 

More than a quarter of 
companies reported diffi- 
culty recruiting people -for 
secretarial and administra- 
tive work, followed by 
accountants and information 
technology staff Twenty per 
cent of employers said they 
were rinding it hard to fill 
marketing and insurance 
vacancies. 
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FINANCIAL TIMES MONDAY. AUGUST 24 1998 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


TODAY 


Anglian Water 616% Bets 
1996 £325 

Arcadia Grp. 8% Unsec. 
1996/2001 £4 
Cam me)! Laird Hldgs. 3p 
Criterion Props. 3.5p 
Denmark (Kingdom of) 6¥% 
1998 £67.50 

Eskmuir Props. 9%% 1st 
Moil Db. 2020 £4.625 
RssicJentiai Property Secs. 
Class A1 FRN. 2000 £745.98 
Do. Class A2 FRN. 2023 
£941.92 

Do. Class B1 FRN. 2023 
£967.81 

Do. Class B2 FRN. 

£1,017.12 

Royal Bank of Canada 

C$0.46 

Tokyo-Mitsubishi Inti. FRN. 
2001 $15,419.42 
Do. Tranche B FRN. 1999 
$15,393.31 

Vodafone Grp. $0.5771 


■ WEDNESDAY 
AUGUST 26 


National Westminster Bank 
Undtd^VRN. £207.95 


British Gov’t 10% 2001 £5 
Canadian Imperial Bank of 
Commerce Sub. FRN 2085 
U$292£4 

Galen Hldgs. 0.44p 
Harvey Nichols 4.8p 
Hongkong & Shanghai 
Banking Corp. FRN.S1 50.83 
Ivory & Sima UK Discovery 
TsL 2.65p 
Masthead Insurance 
Underwriting 12p 
Merrill Lynch & Co $024 
Slimma 1.45p 
Sudwestdeutsche 
Landesbank Capital Mkts. 
6.75% Bds. 2003 DMG7.50 
Tokai Rn. Undtd. FRN. 
Y1p214, 932 


■ FRIDAY 
AUGUST 28 


■ THURSDAY 
AUGUST 27 


TOMORROW 


Associated Nursing Services 
2.95p 

BP8 7.25% Conv. Sub. Bds. 
2008 £36.25 
British Gov't 8% % 2017 
£4.375 

CS First Boston Rn. Sub. 
FRN 2003 $27.65 
Eaton Corp- $0.44 
European Invst TsL 8%% 
2017 8.75p 

Gartmore Scotland Invst 
Tst. 2.7p; Do. Units £6.75 
Ireland (Republic of) Var. Bd. 
1998 lr£1.55 

M & G High Income InvsL 
TsL 1.36p 

Da Growth units 1.36p 
Do. Package units 1-36p 
3i Inti. 7%%Bds. 2003 
£77.50 

Universal Salvage 3.55p 


Bislchi Mining 0.9p 
British Gov't 9*% 2002 
£4.875 

Cardiff Automobile 
Receivables Securitisation 
FRN. £197.33 
Do. Mezz FRN. 1998 
£220.65 

Commonwealth Bank of 
Australia FRN. 1999 $282.81 
Do. Undtd. FRN. $288.97 
Dart Grp. 5p 

Gl Portland Estates 5V4% 
Conv. Bds. 2008 £26.25 
Jurys Hotel Grp. Ir5.88p 
Lloyds Bank VRN. 1998 
£201.64 

Lonmin Fin. 6% Conv. 2004 
£30 

Da 8% Conv. Bds. 2006 
£40 

Midland Bank Sub. FRN. 
£95.78 

Murray Split Capital TsL 
3.05p 

Do. Units 30. 5p 


Bank of Nova Scotia FR. 
DebS. 2085 S293.85 
Chase Manhattan Corp.Sub. 
FRN. 2000 $145.35 
City of London InvsL TsL 
1.72p 

Do. 20% 7p 
Do. 6% 1st Cm. £2.10 
Do. 6% Non. Cm. 2.1 p 
CLM Insurance Fund 1.8p 
Compass Grp. 1.75p 
Denmark (Kingdom ofl FRN. 
1998 £183.87 
Da Deutsche Morgan 
Grenfell Grp. Undtd. Cap. 

FRN. $300.17 

Eectridte de France 12Vfe% 

Ln. 2008 £312.50 

Falcon Hldgs. 4p 

Finance for People (No.1) 

Class A1 Mort Bkd. FRN. 

2036 £88.27 

Do. Class A2 Mort Bkd. 

FRN. 2036 £190-23 

Do. Class B Mort. Bkd. FRN. 

2036 £195.71 - 

Do. Class C Mort. Bkd. FRN. 

2036 £204.19 

Finsbury Income & Growth 

InvsL TsL 2.5p 

Finsbury Smaller Co. TsL Ip 

FbrstGroup 4.4p 

Geared Income InvsL TsL 

0.875p 

Do. 0.875p 

Glasgow Income TsL 0.6p 
Halifax FRN. 2003 £373.97 
Highams Systems Services 
ip 

Hometoans (No2) A2 Mort. 
Bkd. FRN. 2028 £163.60 
Do. Mezz. Mort. Bkd. FRN. 
2028 £204.44 
IMS Grp. 1.21p 
INVESCO Conv. TsL 1.1 p 


Ivory & Sane ISIS Tst 7.77p 
Ivory & Sfme Optimum 
Income Tst l.8p 
Jersey Bectrictty 23p 
Jones & Shipman 0.5p 
Legal & General Fm 7% 

Bds. 2001 £7 
Leveraged Income Fund 
2J25p 

Lloyds Bank Prim. Cap. 
Undtd. FRN. $148.51 
Da Prim. Cap. UNdtd. FRN. 
$292.59 

Do. Var. Rate Sub. Nts. 

2003 £199.45 
Mansfield Brewery 6.875% 
Db. 2028 £3.3527 
Maple Mortgage Secs. 
£1,740.23 

Do. Class B FRN. 2030 . 
£2,006.99 

Martki Currie European 
invst TsL G.88p 
Mercury European 
Privatisation TsL FRN. 2004 
£1.953.42 

Murray Inti. TsL 3.35p 
National Power $1.4621 
National Westminster Bk. 
Prim Cap. FRN $146.93 
Porter Chadbum 0.6p 
Royal Bank of Canada FR. 
DbS. 2005 $44.72 
Sumitomo Bank tntl. Rn. 
FRN. 2007 $3,038.66 
Temple Bar Invst TsL 6% 
Conv. Unsec. Ln. 2002 £3 
Tinsley Rabor 2.2p 
Tokyo-Electric Power Co. 
8%% Nts. 1998 $437.50 
Tokyo-Mitsubishi Inti. Sub. 
FRN. 2000 $15,183.60 


An Invitation to 

The Financial Times Masters Golf Tournament 

October 24 - 25 1998 
at Turnberry, Scotland 
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■ SATURDAY 
AUGUST 29 


Gartmore British Income & 
Growth TsL 2.375p 
Do. Units 2.375p 


UK COMPANIES 


■ TODAY 
BOARD MEETINGS: 
Interims: 

BGR 

Gowrings 

Hambro Countrywide 
Jumbo Inti 

La vendon Group 
NSB Retail 


bw Trust of Guernsey 
Irish Permanent 
Kalon Group 
Readymix 
Vymura 


■ TOMORROW 
COMPANY MEETINGS: 
Azian, Azlan Has., Mulberry 
Business Park, Fishponds 
Rd., Wokingham, Berks. 

moo 

BOARD MEETINGS: 
Interims: 

Aggreko 
Calm Energy 
Gibbs & Dandy 


■ WEDNESDAY 
AUGUST 26 
BOARD MEETINGS: 
Finals: 

Muberry Group 


Sheraton Grand Hotel 1 
Festival Sq., Edinburgh. 
11.30 

BOARD MEETINGS: 
Interims: 

Datrontech 
Detcam 
Kefler Group 
Reckitt & CoJman 
Rexam 
Rolls-Royce 
Workplace Techs 


Bond Inti Software 
Bralme (TF & JH) 


Company meetings are 
annual general meetings 
unless otherwise stated. 


The first Financial Times Masters will be held on Tumbeny’s magnificent Alisa course, three times 
host to the world’s legendary- Open Championship won by Tom Watson in 1977, Greg Norman in 
1986 and Nick Price in 1994. 

Turnberry, surrounded by 800 acres of stunning Ayrshire countryside with commanding views over 
the Mull of Kintyre, the Isle of Arran and the Atlantic Ocean, is one of the world's leading hotels with 
two championship golf courses and one of the Europe's most sophisticated spas. 

PJayers are invited to arrive on Saturday October 24® for a practice round on the A8sa followed by a 
champagne reception and dinner in the evening. The Ftoanciaj Times Masters will be a Stabielord 
competition for teams of two on Sunday 25* October with the first tee^df time at 8.30 am. Competitors 
will play to a maximum of 18 for men and 24 for women. A buffet lunch 'wfll be provided in the dub house 
with dinner and prize giving in the evening. The overall wtoner wfll be awarded a seven night golfing ■ 
holiday for two at The Greenbrier, West Virginia, host to the 1979 Ryder Cup and the 1994SqflieimCup 
matches. The Greenbrier is the only resort in the world to have hosted both of these prestigious events. 

The two night stay with dinner each evening, green fees and buffet lunch is f525 for each of two 
people sharing a room, or £675 for a stogie room. Non-playing partners will be offered a beauty 
treatment in the spa. A special rate is available for players who wishto arrive on Friday or stay longer. 

Players without a golfing partner for the competition will be paired up by the organisers. 

Ryanair fly to nearby Prestwick from Stansted twice a day from £48 return. 

To reserve places or for further information please complete the coupon below 
or contact Sonja Mellet on Tel: 0171 873 3375 or Fax: 0171 873 3067 
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Interims: 

Cakebread Robey 
Domnick Hunter 

MaDett 

Pegasus Group 


■ FRIDAY 
AUGUST 28 


■ THURSDAY AUGUST 27 
COMPANY MEETINGS: 
Scottish & Newcastle, 


BOARD MEETINGS: 
Finals: 

Allied Carpets 
Interims: 

Antonov 

Bafflie Gifford Shin 


Please note: Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

This list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of Imminent 
announcements. 


Financial Times Masters Goff Tournament 

To: Soi^a Mallet. Financial Times, 3nJ Floor, One Southwark Bridge, London, SE1 9HL 

Please reserve ; places* / please send me further information' tor the FT Masters Golf Tournament 

Name: '. ... J ......... — — 


Address: 


•• ***■ 
• e yrah 

■- -fM 

- ■ -i- maf 


Work Tel: 


Please debit my aedK cant with £ 


Evening Tel: — .. — — — 

Signature: — ..... 

„ • AMEX/ VISA /MASTERCARD /ACCESS’ 


Crecfit card number 

* delete as appropriate 


Expiry date: _.7 

(MGTD10898) 




CONFERENCES AND COURSES 


CONFERENCES 


Financial Times Conferences & Courses 




SEPTEMBER 2 

IT and Customer Loyalty 

Seminar 

A breakup kcmuur considering bow 
icvbnolngv C40 be used in attract and 
ii'iaiu cuMnmcr luyaliy Speaker'- 
include Phil Hcodcy. Orange tVrwnal 
Cum mu meat ion <. Service*. David 
Rtihtiiinm, The Direct Marketing 
XstiwiaJiun. Dr William Lovcgrovc, 
Ministry uf Snood 
Fur details ixotat 
Sun F jnu<un. 

Ftiunuoi Timex Cirafrrracr* 

TeL- III7I 873 3262 
Fax- 0171 87! 3uf,7 

LONDON 


SEPTEMBERS & 4 
FT World Aeroapaca and Air 
Transport Conference 

DiMiapuishrd speakers include Ntfil 
KinnucL. Member nf the European 
lYnnuissiun. Adam Bm«n, Airbus 
InJu-jra-. K.ihrn Ay Imp. Bnbsh Airways 
pk . tVnv Jv’anmri. IATA: John Wiston 
CAL - . Bnlisfa Aerospace pkr, Gordon 
Itettuine. C-miim-nul Airlines Inc ami 
Jim Suipin. Virgin Lxjxrsv 
Crnut jiuuu Edu jnK FT Conferences 
Tel i+44i 17| 87.! !!?4 
Fax- 1 *44i 17] 87! 3Mk> 

Laud IIYPERUNK 

tiumu rdstmlso'ft sum 
»■«■* iMmlk-ira’ccan 

LONDON 


lotalcoin 98 * Tlie 
Wireless Economy 
D» Wireless Economy 
Conference and Exhibition 
imiquefy tor the ftnt time 
represents the totality of the 
exploring European maMe and 
wireless communications industry. 
Stgjportad by IS hey ossoesattons, 
hoar lOOCEOsend VPsuntrel 
Ihelr future visions tor the muto- 
bBtion csiUar. mobile data and 
Womet, mobOa soceliie. paging, 
trunked radio, mobile e-commerce, 
wtrotoss access, network 
management and broadband 
muUmedta content sectors. 

TM: +44 171 057 0030 
Ftoc +441717 8570031 
wwwJnMcomSOxont 


IdoniatlOBal AID & TRADE ‘98 


Don't mbs (Ms uokpm 
International trade event 


DOING BUSINESS WITH THE 
UNITED NATIONS. 
INTERNATIONAL NGO’S AND 
MULTILATERAL DEVELOPMENT 
BANKS FOR ECONOMIC 
DEVELOPMENT PROJECTS, 
HUMANITARIAN AID AND 
PEACEKEEPING OPERATIONS. 


Visit the UN. NGO and Financial 
Sector booths. Find out how you 
car\ do business m these Multi 
BdUon Dollar Markets. 
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EXHtamON AND KEYNOTE 
SPEAKERS BOTH DAYS 
BJOO AM TO 3.00 PM 


Madison Square Garden, 
New York 


BUSINESS CENTRES 
0FTHE FUTURE 


The Wtfl Street Journal Europe's 
F9tti Annual CEO Smmidt on 

Convening Technologies 
Europe's New Digital Economy 
Thm exB&Avo fonm dscuases 
Mwnmeice, the eure and 
knptcatmns tor buwneas ana 
mdUstty. Speakers Indude; 

B0I Gstus, Chewmon A CEO, 
McrosoO Cop; The RL Hon. Petor 
M endaban HP. Secretary at State 
(ra Trade & Industry; Ron Sommer, 
Chairman. Deutsche Teiotasm AG; 
So Petar BonfleW, CEO, Bittali 

TcbcormmiatnnspteRidunJ 
Pwwms. Prestdent Ttme-wamar 
Inc Ira M s gadnsr, Senior Advisor. 
The White House 
Contact: Keshertna Ftlby 
Dow Jones Conference* 

W: +44 (0)171 832 9311 
Fax; +44 (0)171 0328243 


SEPTEMBER 14-16 
Central and Ewt European 
Finance Dlractori' Annual 

Forum 

71m. uum rvea will ptovide tqp-lmvi 
Inunviai iifTiren uiih an nnmicbod 
'■jfvmumiv in pain new tnvightx into 
rrilhal neaecc tbcnm itkvant to 
husinc-v* in the region. Meet experts 
trnm ABN AMRO Bank. Anbur 
Xmlcnco, Oracle. Procter A Gamble, 
and uunv otberx. In avxoeiation 
uiib OR.ACLE, ABN AMRO Bank. 
Wdto*.RZB- Austria 
Fluw kvearu MouluDsxra, 

TV FcntMuiM CunrereiWN 
TcLiAJ 1 1 717 41 hi IS 
ta.|4.VI»7]-lh7tf> 
fc-euil: BtaukalevuntfeuLODai 

Vienna. AUSTRIA 



SEPTEMBER 24 - 2S 
Private Hnanring for Emerging 
Economies: Swnwiaron 
Investment Opportunities In Small 
and UedlunbiuBBd Infrastructure 
Projects. 

Organized jaunty by die United Nations 
Industrial Development Organization 
( UNIDO l and the Swiss Federal Office 
for Foreign Economic Aflans. 

Tel- 445-1 21131 3737/37 17M77S 
Fas; 443-1 21131 6805 
or 443-1 21131 73737 
E-Mail: baidunidoKXg 
I nternet : 

to pd f oMuw M n n ipIBOTeaninrefnaW 

Geneva. SWITZERLAND 


Conferences 

& 


Courses 


OCTOBER 26(pm) - 27 
“HARMFUL TAX 
COMPETITION" 

EC proposals will affect banking, 
corporal ions, offshore centres, tax 
effidem/EncacOy countries. Analyse the 
timetable. Foonuble necessary strategy 
and actions. Speakers; EC OITicialk, 
MEPs. advisers to government and 
nmltinaiianab. 

Fm Ca Ltd 44 lOl 1784 455078 

BRUSSELS 


International 

Conference Venue Directory 

From 7 September 1998 
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Global Gomba Kaizen 

L«m from CEO's of some of the 
world's leading practitioners oi 
Kaizen and lean production, 
combined with a hands-on shop 
ttoor Kaizen experience hosted by 
Perfctrs Engines Co. 

Sponsored by the TBM ConsuHmg 
Group and Shingfutsu Company, 
Lid, racogntood world leaders to 
lean manufacturing. 


OCTOBER 14 & 15 
FT World Mobile 
Communications Conference 
This annual FT conference hu once 
again attracted an inKmanonal audience 
of senior executives from the mobile 
industry. Speakers include; Mr Hans 
Snook. Orange pk; Dr Jnng-Uck Sco. 
SK Telecom. 

Contact: Sum Fancourt 
Tet 0171 873 3262 
Ewan? jjinJanco B t ttfft com 
wwwjlcoofereacesxom 

LONDON 


For hazier Wormation contact 
Thao Frictifn. TBM: 

TN: 41-22-710-7770 
Fax: 41-22-710-7771 
Ibm^enavaO Uuewfatxh 


OCTOBER 20 & 21 
The 2nd UtilHy Congress 
-The Competttion Audit 

A two day conference and exhibition 
organised by Utility Week magazine 
wffi address bey iuues faring the utility 
iodusrry. Speakers metude: Phil Nolan, 
IVMttco; Keitb Ore lustra. Electricity 
Supply Association of Australia; John 
Easton. Edison; Chris Mclloc Angfian 
Water; John Roberts. Electricity 
Association, Mike Bern*, London 
Electricity 

Tel: +<4 181 652 3*18 
Fas. 444 181 632 3482 
E-mail; augria.jours0itii4n.uk 

BRIGHTON 


OCTOBER 28 

The 3rd Annual FT Diamonds 
Conference 

Can turned speakers include Mr James 
R Roth well, BHP Diamonds lac; 
Mr Rya VamaguchL Gems tnicmaocmJ 
Co Lid; Mr Francois Curief, Cbrisbu's 
Europe: Mr Mark Cockle, Diamond 
bnenusianal and a senior representative 
from DeBoers. 

Contact: Sarah Cobb 
FT Conferences 
Tet 444171 873 3450 
Pw +44 171 873 3067 
Email: satabgibb0ftxaai 

ANTWERP 


The Fin-incw! Times will be offering Conference Venues 
worldwide the opportunity to advertise in a 
Conference Venue Directory on this page every Monday. 


-Lira 


If you have a conference venue to promote, advertise in 
this regular section and reach over 1 million readers 
including some of the most senior & influential 
decision makers worldwide. 


For further information, please contact: 

Jade Sanderson 

Tel: e44 171 873 3507 Fax: +44 2 71 873 3093 
email: jade.sondcr-ion'i FT.com 



* * 


LANGUAGE COURSES 


DECEMBER 7 & 8 
The 1 7th FT World Pulp and 
Paper C on fer en ce 
Distinguished speakers Include Dr 
Claes Dahlhack. President and CEO. 
Investor AB and Chairman. STORA 
AB; Mr Martin Gtanbolm. Executive 
Vice President. UPM-Kymmcne Group 
and Mr John F McGovern, Executive 
Vice President and Chief Financial 
Office. Georgia-Pacific Corporation. 
Enquiries; Joanna Edwards. FT 
Conferences TW. -44 171 873 3374 
Fax: 444 171 873 30676 
Emaik jtnmrLedwardsfiHLcotn 
Web: www.flMMferences.com 

LONDON 


Nicosia, Cyprus 


For information on 
BUSINESS CENTRES OF THE FUTURE 
please visit our web site at 
http: www.options.com.cy 
or contact the Conference Secretariat 
at: Options Congresses Ltd 
P.O.Box 7413, Nicosia 1645, Cyprus 
Tel: +357 2 775596, +357 2 779800 
Fax: ^-357 2 781 114 

Email: centress'options.com.cy 
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Session lAxjp 
FteCiiasis: 
Levels: New 


) for all frwfi 


Fresh 


Advanced- •‘(t.'j 

- For incaempnrics.pteareconao^fichie Ann 0 0131-623-0009 
My approach to teaching'is lively and provocative! 


COURSES 






orr nnancuu tzducation BPP Financial Education 

Option® Asset Swurftisation 

Ibcludes tba termraology oad market Designed for tfatae from bond trading, 
practices of traded opnoox. methods of syndkaticti nunagecs. corporate finance 
valmag Bnanaal optiqm. and the uses of and other professionals entering the 
ajmass o& speculum inRmmcocs and » compfc* nro> of recarittotoou: - Maiket 




p^matmMamrmaadi 


SEPTEMBER 17 & 18 
DSW: Hret German Coporate 
Govemanca Conference 
Gcnmqr’x kadmg xhaab a U er mwMd on 
unites tatenuoonl mstmaiona l mrestuts 
lot (bis Conference (English). Key 
speakers will tlucuvs present and future 
developtuenix in (be Geronn corporate 
guMHithu-sx^em. 

Contact: Jcfln Bamer-Hcnucber 
TeL +49-2 1 1 -66 97 (C 
FiK 449-211-661760 
Eauit pkOdsn-iiifcule 
for further infomatioa 

Nr FrankflirL GERMANY 


SEPTEMBER 17 A 18 
New Statesman Annual 
Conference 

Tmcunfc a Radical Oitioy, Am Agendo 
farBaoMai A tkt PvbBc Seacr 
A major no day caaference in numH 
London to launch the 1998/1999 
political season. Spates inrln*. The 
Rt Hon Gordon Brown MP, Geoffrey 
Robinson MP and Adair Turner, 
fa fatter details. conBct 

Ned SiewjRAHfleuireai 0171 2 ZS 1280 
LONDON 


SEPTEMBER 7 -11 

MreMn •parttws to ftmeW kaotdtdgv 
Corporate CracSt Analysis 
Skills- Level B 

• Sauna of Infommicn hcbxfing Gnfit 
Rating * Non-fiaaBnal Faeim - 
Ma myrata r Compeaace • I ro a puMiu n 
of Fuunrial Infonnatuxi ■ Cafaflov 
ModeUmg ■ Accotmtfng Cooeepts and 
Standards * Creative Accounting ■ 
Coaungen LiabiEtire - Cocpaare Rsbar 
rod Recovay Strafiqpea 
5 Days £1245 4 VAT 

Canuet; Binbu lueenabomd pk 

TeL 0171 9296633 fac 0171 9296644 
EmaiL bitchmidbircbiiijcotn 
Id033mc tapJ/wwwjjuefcia^oin 

LONDON 



SEPTEMBER 14-18 
Undofstanding Corporate 

Treasury 

Run jointly with The Association of 
Corporate Treasurers, aimed at new 
cd [ rants to corporate ireastuy and 
profgst o mb who interface whfa masary 
and need to understand its rale in the 
business. It provides a comprehensive 
overview of • liquidity management 
■ inraest sad onreocy nk management 

• corporate finance and fending 

• must? mamgement and eotnroL 
Cootacu Kathryn Brensan 

TeU 44 (0)171 213 9728 
Fat 44 KB 171 248 2391 
E-MbL tet ao MBlire aa gCT t eojuh 
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INSIDE ©TRACK 


^ pro file goran und ahl, abb 

All the 


power but 
none of 
the glory 


Bamevik is a hard 
act to follow, but a 
shy Swede could be 
the man for the job, 
writes William Hall 

Mention the 
Percy Bamevik, and 
most people know 
who you are talking about 
The bearded, fast-talking 
Swede Is the man who 
created ABB, one of the 
world's most successful engi- 
neering conglomerates, by 
muting Sweden’s Asea and 
Switzerland’s Brown Boveri 
in what was, in 1388, the big- 
gest cross-border merger 
since the formation of Royal 
V Dutch Shell 
' But mention Gdran 
Undahl, Mr Bamevik's suc- 
cessor at ABB, and most 
people outside the engineer- 
ing world look blank. He is 
one of Sweden's most impor- 
tant business leaders, yet is 
hardly known In his own 
country. He runs Europe's 
second biggest engineering 
group after Siemens from a 
suburb in Zurich, but keeps 
an even lower profile in 
Switzerland than the legend- 
ary gnomes of Zurich. 

Mr T.inflflhi, S3, chief exec- 
utive of ABB for just more 
than 18 months, has the 
unenviable task of following 
in the footsteps of one of 
4 Europe's management super- 
stars. who remains ABB's 
nonexecutive chairman. 

Worse still, he got the job 
partly because of his ability 
to bring in the big deals, 
such as Malaysia’s $5bn 
(£3bn) Bakun dam project,' 
the biggest contract , in , 
ABB’s history. But Bakun 
has been postponed indefi- 
nitely amhtise? Arian ’crte»“ 
has almost certainly torpe- 
doed Mr Lindahl’s plan . to 
boost ABB’s annual order 
intake hum $35bn to JSObn 
.by 2001. 


ABB, hackin g m the after- 
glow Of Mr Bamevik's wen- 
publicised stewardship, stffl 
wins awards as one of 
Europe's most admired com- 
panies. Buf time is not OH 
Mr Lindahl's side if be is to 
make his mark on a com- 
pany that employs 200,000 in 
more than 1,00Q companies 
and 140 countries. 

Whereas ABB’s share price 
rose annually by 23 per cent 
during Mr Baraevik’s nine 
years at the helm, it has sub- 
stantially underperformed 
since Mr Undahl took over. 

In addition, Sweden’s 
Wallenberg and Switzer- 
land's S chmiriheiny families. 
the two biggest Investors in 
ABB’s, predecessor compa- 
nies, have started to reduce 
their protective stakes, while 
Martin Ebner, Switzerland’s 
best-known corporate preda- 
tor, has popped up as one of 
ABB’s biggest shareholders. 

If ABB does not deliver on 
its promise of generating 
double-digit earnings 
growth, then Mr Ebner can 
be counted cm to make life 
difficult for ABB, just as he 
is doing for Aga, the Swed- 
ish Industrial gases group, 
whose management he 
brands as incompetent. 

However, Mr Undahl is 
starting to emerge from Mr 
Bamevik’s shadow. Be spent 
his first year trimming back 
the portfolio or businesses 
Mr Bamevik had assembled. 
Nothing dramatic, but ABB 
has quietly exited a number 
of areas, ranging from elec- 
trical wholesaling to refrig- 
eration. 

Then in October, Mr Lin- 
dahl took his first major 
strategic decision. He 'cut 

10.000 jobs In high-cost man- 
ufacturing sites in western 
Banperm&'NoHh America 
and accelerated the transfer 
of production to Asia , where 
ABB already employed 

33.000 staff inlOO operations. 

It cost ABB's shareholders 





nearly $lbn, but Mr Lindahl 
is convinced the restructur- 
ing will pay for itself inside 
two years and that within 
two or three years Asia will 
be growing even faster than 
before. The jury is still out 
on Mr Lindahl’s Aslan recov- 
ery predictions, but in terms 
of responding to the crisis, 
be was ahead of the competi- 
tion. 

His- second big initiative 
has been to scrap his prede- 
cessor’s much-admired 
matrix management struc- 
ture, under which three 
regional chief executives 
shared operational responsi- 
bility wtth' ^the headtf of 
ABB’s core businesses. 

Mr. Bamevfk’s structure, 
designed to facilitate “inte- 
grated system thinking" and 
encourage teamwork, had its 


Essential Guide: Goran Lindahl 


Early fife; Bom AprH 28 1945 In Umea. a 
small town fri northern Sweden. Father was 
a carpenter and mother a deaner. Good at 
natural sciences and bad at gymnastics. 
When Russia’s Yuri Gagarin became the fast 
man in space, Mr Lindahl calculated the 
orbital times of the planets. Studied 
electrical engineering at Gothenburg's 
Chalmers University of Technology, 
Sweden's equivalent of Boston’s MfT. - 

Early careen Joined Asea In 1971 on the- 
research side of its high-voltage direct 
current division. When Mr Bamevik was 
paraduited In as Asea’s chief executive in 
1980, Mr Undahl was still selling 
transformers. He has done everything at 
ABB from R&D to marketing. He knows his 
organisation inside out and has what the 
Germans call FktgerspftenggfOhl. 

Management style: Mr Lindahl is a nuts 
and bo its guy whereas Mr Bamevik Is an 
economist who fett sufficiently confident to 
run one of the world’s biggest multinationals 
without a chief financial officer. Mr Undahl 
has Mr Bamevik's penchant for collecting 
extra-mural appointments, such as 


membership of the Prince of Whies Business 
Leaders’ Forum. 

Is English »6B ABB’s company 
language? Yes, but the latest reshuffle 
means there are no native English speakers 
•on the executive committee, which 
comprises four Swedes, three Swiss and 
one Noniregian. 

Biggest resource: “We have 300 tons of - 
brainpower. How can we motivate our 
people so that those 300 tons move in the 
right direction?” 

Bamevik on Undahl: “He has a technical 
breadth and technical depth that far surpass 
my knowledge.” 

Lindahl on BamevDc "His charisma and 
his enormous energy mean a lot to our 
organisation." 

Heroes: GE’s Jack Welch, NokJa’s Jorma 
Olivia. 

Companies he admires: Monsanto, Deil 
Computer and Cisco Systems. 

Retirement plans: He regards seven 
years as the optimum Sfe cycle for a chief 
executive, so he does not reckon on sticking 
around- after the age of 60. 


drawbacks. Local product 
managers found themselves 
re porting to two bosses, and 
strategy decisions often 
resulted in lengthy political 
debate and “unfocused and 
mediocre compromise”, says 
Christoph Rider, a former 
ABB employee, now an ana- 
lyst with CSFB. 

Mr Lindahl's structure, 
which he worked on for 
more than she months, has 
stripped out the most expen- 
sive layer of regional 
top management and re- 
established clear lines of 
leadership for ABB's core 
businesses. Mr Undahl sees 

it as "a natural evolution cjf 
Mr Bamevik's management 
philosophy, but it has 
involved the biggest 
upheaval since the merger of 
Asea and Brown Boveri, and 
Mr Ltnrkihl has used it to 
put his own people In power. 

Several influential figures, 
such as Eberhard von 
Starter, head of Europe, 
have lost out in the reshuf- 
fle, and a generation of 
younger managers, such as 
Alex Fries, 43. the new head 
of power generation, and 
JOrgen Cento-man, 46, the 
new head of automation, 
have been brought forward. 

However, it is testimony to 
Mr Lindahl’s consensual 
management style that, hav- 
ing changed the heads of all 
but one of ABB’s core busi- 
nesses, it is almost impossi- 
ble to spot any blood on the 
carpet 

Mr von Koerber, 60, and 
Howard Pierce, 57, head of 
the Americas, step down 
from the executive board but 
remain involved with ABB. 
Only Sune Carisson, 57, head 
of industrial and building 
systems, has left the com- 
pany, and that was because 
Mr Bamevik offered him the 




job of helping turn round 
SKF. Sweden's struggling 
bearings group. 

Mr Undahl jacks his pre- 
decessor’s charisma and 
communications skills. But 
he is a consensus builder 
and has generated respect 
among the investment com- 
munity for his openness. 
Pierre Tissot of Lombard 
Odier, a private bank in 
Geneva, calls him a “worthy 
success or" t o Mr Bamevik, 
and CSFB’s Mr R5der 
describes him as “the right 
person, at the right time” for 
ABB. 

Few doubt Mr Lindahl's 
test-Ctitting^SkaiS^dr' bis 
ability to meet ABB’s 
medium-term target of boost- 
ing its net income margin 
from 3.7 per cent to between 
6 and 7 per cent But ana- 
lysts need convincing that 
ABB can meet its growth 
target of at least 6 per cent a 
year average over the busi- 
ness cycle and even Mr Un- 
dahl accepts that his |50bn 
order target by 2001 'may be 
a “year or two late" 

The second piece of unfin- 
ished business is ABB’s 
old-fashioned capital struc- 
ture, with dual share quota- 
tions in Sweden and Switzer- 
land and a mixture of bearer 
shares and registered shares. 

Mr T-mdfr hi would like to 
simplify this structure and 
also do something about the 
cash piling up in ABB's 
balance sheet. The easiest 
solution would be to give 
back a few billion dollars to 
shareholders. But Mr Lin- 
dahl may well be tempted to 
use it to buy into a faster 
growing business. 

He still has a lot to 
achieve to prove he is more 
than just a successful care- 
taker of the business that 
Percy Bamevik built 


hi 


LUCY KELLAWAY 


Click here to stop 
being a guilty mum 


Now you can watch 
your children play 
without leaving your 
work computer 

In the past, parents had a 
choice: either they could 
work, or they could be with 
their families. But now there 
is a third way. They can 
spend their lives in the office 
and see the children at the 
satfia trme. 

Or, rather, they can see a 
hazy image of their children 
in one comer of their 
computer screens, sent 
straight from the nursery 
where they are being looked 
after. 

This “I See You" 
technology is the latest 
solution from the US to the 
work/family problem and, 
according to an enthusiastic 
article in the Wall Street 
Journal last week, it Is going 
to be big. AH you need is a 
special camera in the 
classroom or nursery that 
takes pictures every few 
minutes and posts them on a 
secure website on the 
internet Apparently 
companies - including IBM 

are already trying it out 
and others are bound to 
follow before long. 

I See You Is what we have 
all been waiting for. For a 
start it means that parents 
never need feel guilty about 
leaving their chfkiren. 
Enthusiastic mums and dads 
report that they have more 
to talk about to their 
children in the evenings. No 
longer need they search in 
vain for something to say in 
their few moments of quality 
time together, because they 
can weigh straight in with: 
“That water play looked 
ftmT 

And, if the carer happens 
to beat up your child, the 
chances are you win be able 


to see it yourself In almost 
realtime - so long as the 
carer is cdhsid&rate enough 
to wallop your brat in the 
limited range of the camera. 

Indeed, the idea is so good 
that I can see no reason why 
it should, be limited to young 
children. You should be able 
to install these cameras 


everywhere, so that you can 
check that your teenager is 
doing his homework and 
that your husband is really 
working late at the office - 
all without ever taking your 
eyes off your own PC. I See 
You is, surely, a must-have 
for control freaks 
everywhere. 

It also has potential as a 
vital management tool. 
Bosses - or those bosses 
who are still old-fashioned 
enough to have doors and 
walls that separate them 
from you - would be able to 
call up an image of you on 
their screens to see what 
you were up to. And, in 
time, they would see that 
what you were doing was 
sitting inert, staring at your 
screen, watching what your 
child was up to at the 
nursery. One day - who 
knows? - your child might 
be staring at a screen of its 
own watching what mummy 
and daddy are doing at 
work. 

Only there the vision 
breaks down. Children - 
who are better than their 
parents at picking out the 
good sew gizmos - just 
might notice that I See You 
is of no conceivable use to 
anybody of any sense at alL 


Stop reading this column 
right now. You are far too 
busy in this ever-changing 
world of business to waste 
precious minutes doing 
anything that does not 
directly contribute to 
building up your personal 
brand. If you can save a few 
minutes by not reading this 
it could be enough to change 
your life. 

Instead, let me introduce 
you to the 60 Minutes 
Success Skins Series. These 
are little books that promise 
to teach you everything you 

need to know about 

marketing, «»T!fag - 71 

interviewing and getting a 
job - in just one hour apiece. 
Indeed an hour is the 
maximum: each book 
recognises that the 


super-ultra busy person 
who has just bought it may 


not even have one hour 
to spend reading. 

The books encourage you 

to skip the brief text and go 
straight to the tips at the 
end of each chapter. So, for 
example, the Find That Job! 
book advises you to practise 
being confident. 

"With careful preparation, 
some hard work and a 
positive attitude, employers 
will be begging you to take 
their jobs!" ft assures you at 
the end. 

You can’t blame the 
publishers, though Try 
selling a book that informs 
you that changing yourself 
Is a long and arduous 
process with scant chance of 
success. 


The London Business School 
has had the perfectly 
sensible Idea of setting up 
something called the 
Innovation Exchange. The 
idea is straightforward 
enough (the only fancy thing 
about it is the £3,ooo + vat 
annual membership fee). It 
will be part library, part 
database, part meeting space 
- all designed to encourage 
some exchange of knowledge 
on innovation. 

Yet so seriously has the 
LBS taken the idea of an 
Innovation centre that it has 
fait compelled to prove its 
own innovative talents with 
a thoroughly “creative" 
brochure. 

Held together with a pair 
of costly metal bolts, it 
begins by announcing that 
the word “exchange” is 
pronounced “iks-chanj". 
Then it tells you what the 
dictionary definition of an 
exchange is. It follows up 
with free-flowing drawings 
of s omething indeterminate 

(an office? a keyboard?) and 
a diagrammatic explanation 
of the concept including 
bubbles that say things like 
"•M^pace to imagine" and “a 
space to create". Why is it 
that the slightest whiff of 
creativity is such an 
invitation to be pretentious? 
Surely rule one of 
innovation is to keep it 
simple 


jmunmv? &crr to go now b or don't feeder if W 
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GILLIAN TETT . 

FILE FROM TOKYO 


The damaging effects of a nation riddled with insomnia 


The habit of late night press briefings, as well as being 
exhausting and irritating for outsiders, smacks of panic and 
policy disarray among banking and government .officials 

of Finance-late at night, and 
hordes of white-shined 
bureaucrats are clustered " 
around cramped desks, 
surrounded by cigarettes 
and bento lunch boxes. Peek 


Late one evening recently 

my mobile phone trilled. At 
the end of the line was a 
charming Japanese bank 
official. 

Had I heard, he asked 

helpfully through the 
crackle, of the latest wrinkle 
in Japan’s banking crisis? 
Did I know that some 
government officials would 
socm talk to the press? 

I listened gratefully ~ and 
then suddenly something 
struck me as deeply 
depressing. It was not that 
the news he was imparting 
was alarming ■* such 
subjects now seem 
commonplace In Tokyo. No, 
the ^bra king thing was that 
neither <rf us even 
commented on the late hour. 
It seemed totally natural to 


assume everyone would still 
want to talk about Japanese 
banks at 10pm. 

Just a sad sign of Japan’s 
workaholic culture? Or a . 
reflection of the severity of 


the country’s current 

financial mess? Perhaps. But 

there is also something more 
disturbing afoot As the 
financial markets wobble in 
'pofcyo this summer , the 
sense of chaotic Insomnia is 
growing in Japan’s . . 
policymaking quarters. And 
quits apart from being 
exhausting - and irritating 
for outsiders - it has some 
rather alarming implications 
for Japan’s woes. 

The phone calls are only 
the tip of the Iceberg- Walk 
through the dingy offices of 
the once powerful Ministry 


into the Bank of Japan, or 
even many private Japanese 
.banks, and there is a similar 
sight, albeit in slightly less 
dingy surroundings, \ 

Over in the parttament,. 
politicians are still roaming 
the scruffy corridors until 
the early houra. And they 
are surrounded by crowds of 
obedient Japanese 
journalists awaiting the 
inevitable late night press 
briefings. 

Most of these midnight 
briefings never reach 
western ears: in Japan much 
erf the information flow is 


still controlled by the 
infamous fcrsta club system. 
Tbese “dubs” of officially 
accepted Japanese 

jou rnalis ts are attached to 
.all government departments, 
politicians and banks and 
receive private briefings in 
exchange for not deviating 
freon the “party” line. 

Occasionally, however, 
these Insomniac sessions do 
grab attention. Last month, 
for example, Kiichi 
Miyazawa, finance minister, 
sent the yen into a sharp 
decline in New York 
markets when he chose Sam 
to hold' his first important 
press briefing - and 
announced that he was not 
keen on Intervention. 

Last Friday the Financial 
Supervisory Agency 
announced at 1030pm that it 
approved a restructuring 
plan at Long Term Credit 
Bank - And thin came alter 
the FSA announced 


penalties for scandal-ridden 
tenfcc at 8pm On anotlw 
Friday. 

The Ministry of Finance 
has been trying to atone far 
the foreign media's 
exclusion from most ki&tut 
clubs by bolding separate 
briefings - usually at 7pm. 

To outside eyes, this 
appears a very odd way to 
run government But 
Japanese officials sometimes 
claim it is designed, to avoid 
disrupting the markets - 
albert after a long lag, since 
the markets dose at 3pm. 

Others argue that it is a 
national trait Japan is a 
country where salarymen 
regard long hours as a sign 
of serious career 
commitment. It is so routine 
that a special phrase exists 
for “death from overwork** - 
karoshi. Indeed, late hours 
just prove to the outside 
world that Tokyo Is taking 
its current mess seriously. 


the offi ci als say. 

But the logic can be 
turned on its head. Culture 
aside, thic Insomnia baa 
worrying implications: 
namely, that it highlights 
the growing confusion over 
exactly who is setting policy 
in Japan. It is difficult to 
quash suspicions that to a 
large extent it is this chaos 
that is determining the late 
hours. Press briefings take 
place in the evening, for 
example, since the 
fragmented political system 
appears to be finding it ever 
harder to agree to a 
consensus during the day. 
Meanwhile, the bureaucrats 
who have the hapless task of 
explaining the policies to the 
western press and investors 
are themselves losing 
control over the time agenda 
to newly assertive 
politicians. 

The FSA says it 
announced its bank 


penalties at the odd hour of 
9pm because it was watting 
for Keizo Obuchi, prime 
minister, to find ttmp to 
approve the move. The 
Ministry of Finance blames 
its 7pm briefings on the fact 
that it is the politicians, not 
bureaucrats, who are 
Increasingly writing the 
laws. 

Does this matter? Perhaps 
not. if Tokyo could control 
Us markets to the degree it 
once could. Now, however, 
this insomnia is having a 
deeply pernicious effect. 
International investors are 
wielding more influence 
than ever before in Japan's 
markets. Furthermore, they 
are used to Anglo-Saxon 
styles of corporate 
communication. Some 
Japanese investors might 
consider it normal to hold 
press conferences at 3am; to 
western investors, however, 
it smacks of panic and policy 


disarray. “What is so 
frustrating about Japan is 
that even when the 
government has a good 
policy, it is just terrible at 
getting the message across,’ 1 
muttered one diplomat. 

Or to put it another way, 
what Japan's government 
needs above all else is a 
decent investor relations 
department 

Perhaps this will change. 
The Ministry of Foreign 
Affairs has recently started 
holding briefings to explain 
Japan’s political process at 
the more civilised time of 
530pm. The prime minister 
has even appointed a new 
spokesman for foreigners. 

But don’t hold your 
breath. With Mr Obuchi's 
position weakening, plenty 
more insomnia seems to be 
pending is the «ar>th«t 
ahead, hi the meantime, I 
will be keeping my mobile 
phone switched on. 
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INSIDE TRACK 


BUSINESS EDUCATION MANAGEMENT SUPERSCHOOL 


Manchester’s marriage of ideas 


A federal approach to combining the 
resources of management training and 
research is paying off, says Sheila Jones 


Organisational 
mergers, like human 
nuptials, are laden 
with risk. Even with com-, 
xnitment, there is no guaran- 
tee things will work; all par- 
ties have to believe that the 
benefits will, ultimately, out- 
weigh the pain and tears. 

And so it Is In Manchester, 
where efforts to pool the 
city's expertise in manage- 
ment and business education 
are starting to bring 
rewards. The idea, bom 
more than 10 years ago, was 
to create a management 
superschool to compete glob- 
ally with the likes of Har- 
vard, Stanford and MIT’s 
Sloan School. 

The Federal School of 
Business and Management, 
created in 1994, combines the 
forces of the Manchester 
School of Management, at 
Umist, with Manchester Uni- 
versity's three management 
training and research cen- 
tres: Manchester Business 
School, the School of 
Accounting and Finance and 
the research body Prest (Pol- 
icy Research in Engineering 
Science and Technology). 

The Federal School will 
provide “cradle-to-grave" 
management education from 
undergraduate degrees to 
post-graduate training and 
executive programmes, says 
Cary Cooper, professor of 
organisational psychology at 
Umist's School of Manage- 
ment The school, compris- 
ing more than 200 academic 
staff with over 2300 stu- 
dents, will produce "the 
number one management 
school in Europe for teach- 
ing and research," he says. 

- “We are in that league 
now. We have to punch our 
weight internationally and 
you cannot run a world-class 


school with a staff of 50." 

The four departments 
operate in complementary 
areas: Umist with its under- 
graduate degrees and 
research programmes; MBS. 
with post-graduate courses, 
its MBA, doctoral pro- 
grammes and executive 
training; and Manchester 
University, with research, 
accounting and finance. 

The Federal School is 
about to complete Its fourth 
year of teaching and 
research, but it is only this 
autumn that academics from 
the school's component Insti- 
tutions will be able to work 
together on one site. A £l3m 
building project in the city 
centre, funded by the 
school's partners and a 
European Union regional 
development grant, has just 

‘It makes no 
sense for people 
in a local market 
to be lighting 
each other* 


been completed. Umist's 
School of Management is 
moving into the new build- 
ing. which is linked by foot- 
bridge to the refurbished 
School of Accounting and 
Finance. Next door MBS 
facilities have also been 
refurbished, with a new 
library, lecture theatre and 
seminar block. 

An important challenge 
for the federal school has 
been its ability to marry the 
cultures and specialist teams 
of the four different depart- 
ments. It is vital that all par- 


ties get along if the school is 
to market itself effectively as 
a single entity that is more 
than its parts. 

After four years of hard 
labour, John Arnold, direc- 
tor of Manchester Business 
School, believes the new site 
represents an important step 
forward. 

“Progress on culture has 
been patchy," he says. 
“Some groups have found it 
easy and others have found 
it difficult, but it is made 
more difficult by not being 
together geographically, it is 
important for academics to 
interact, and to get together 
over a coffee. I have never 
thought it would work prop- 
erly until we were physically 
together. Many things have 
been achieved, but 1 would 
expect things to Improve 
dramatically when, in the 
next three to four weeks, we 
start to see some intellectual 
intercourse.” 

The Federal School 
believes the combination of 
scope and quality will allow 
It to compete for larger, 
long-term research contracts 
and to reinforce collabora- 
tive work between the four 
departments. 

Fifteen months ago, the 
school won a 10-year con- 
tract worth £400.000 a year 
from the UK’s Economic and 
Social Research Council to 
run an innovation centre at 
the school. And United Utili- 
ties, a large employe - in the 
north-west of England, chose 
the Federal School as a part- 
ner for its management edu- 
cation programme “rather 
than spreading its efforts 
around the region". The 
partnership with United, 
including a chair in quality 
management, is worth 
£100,000 a year over five 
years. 

Dale Llttler, director of 
Umist's MSM, believes nei- 
ther of these contracts could 
have been won without the 



weight of the federal school 
and its mix of joint teaching 
and collaborative research. 

“One would find it very 
difficult to identify a School 
with that full range of pro- 
grammes and expertise." he 
says. 

The school has built fur- 
ther on its links with busi- 
ness. Sir Richard Greenbory. 
chairman of Marks and 
Spencer, will chair the 
school's new advisory group 
of Industry leaders, and 
Peter Folkman. director of 
Manchester-based Granville 
Private Equity Managers, 
will chair the supervisory 
board. Alan Pearson, profes- 
sor of R&D management at 
Manchester Business School, 
chairs the overall manage- 
ment committee. 

-The hard work in building 
the school's international 
reputation is not over yet 
John Arnold and Dale Littler 
agree the project has to be 


evolutionary rather than 
revolutionary. “You have to 
take people with you.” says 
Prof Littler. Debate contin- 
ues on whether the school 
will ever become an indepen- 
dent entity with its own bud- 
. get and a single rating fra: Its 
research and teaching stan- 
dards, rather than being a 
group of departments from 
separate institutions. 

The ratings issue is sensi- 
tive. Standards are rated 
every four to nye years, and 
the next research ratings are 
due in 200L While Umist's 
MSM and Manchester Uni- 
versity’s School of Account- 
ing currently enjoy the 5* 
top rating, MBS is rated 4 
and Prest 3A (from a system 
of 1-5, A or B; and 5* the 
premium ratin g ). 

“Clearly we have a wish 
that the whole of the federal 
school should be rated 5*," 
says Prof Arnold.. “There are 
understandable concerns 


from both the 5* institutions 
that they do not want to 
dilute their ratings. We all 
want to be careful not to 
dilute ■ the totality. That is 
why we could hot gp now for 
a foil joint rating.” 

There may be scope in the 
meantime. Prof- Arnold 
believes, for the federal 
school to seek single ratings 
for some joint projects. 

The important point, says 
Prof Littler, is that the fed- 
eral Idea is . moving forward, 
and the separate institutions 
are pooling “a very scarce 
resource” - good manage- 
ment teaching and research. 

“ft makes no. sense for 
people in a local market to 
be fighting each other and 
bidding against other. 
It makes much more sense 
to work together and to 
bring those very good people 
together to offer diverse, 
multidisciplinary pro- 
grammes.” 



NEWS FROM CAMPUS 


Satellite-based 
learning ready 
for take-off 1 

Apollo Group, a for-profit 
education provider of . 
Phoenix, Arizona, has signed 
up with Hughes Network .. . 
Systems, the private satellite 
network supplier, to form a 
worldwide dtetance-taevnjrig 
company. 

The new company wlfl 

provide satelffte-based 

learning packages to ’ / 
companies and tadhriduala. ~ 
Its formation will be . 
completed next month, with 
HNS holding the majority of 
the shares. - ' - 
” The company's- first move', 
has been to buy One Touch 
Systems, which has already 
supplied dista ri ca Heer nlng 
systems to corpcrate.dients 
such as Ford and Hewlett 
Packard. - 

Through its subsidiaries -r- - 
the University of Phoenix, 
the Institute for Professional 
Development and Western 
International University - the 
Apollo Grbup-is one of the 
largest providers of hfgher 
education programmes for 
working adults rh the US. 
Apolb: wwwjpdBogrp.com 

Stylish 

essentials 

Publisher Doriirig Klndereley,. 
famous for its stylish white 
publications, has produced a 
clutch of mini books, for 
managers: The Essential 
Managers series includes 12 
titles on' to pics such as 
interviewing, managing 
teams, making decisions 
and making presentations. 

Each is jam-packed with 


the colourful photos and - r . 
-graphics characteristic: of the 
brand together with 
self-assessment ... 
questionnaires and 101 hints 
orr each topic. One Wntfbr, 
making a'propossd, for - 
tocampte* Is “Do riot start . . 
speaking until you' have - 
9omelWng relevant to say*. 

The titles will be published 
in September at £4.99 each. 
Darifcy KkKterstey: r 
www.ck.com 


Managing 
in Asia 


Boston University in - 
Brussels, is offering a six-day 
course from September 14 
on InterhationalBusiness - 
Management In Asia. The - 
course will be' taught by 
diplomats and business 
people as welt as 
academics. . 

Boston University: 
www. innetna tJ boston . 

How to have and 
hold an MBA 

So, your company splashed 
out and hired an MBA 
graduate, but how do you 
keep him or her working for 
the company? 

The UK’s Association of ' 
MBAs has published a 
research report focusing on 
just that issue. Entitled 
Management Development - 
the Views of the 
Membership of the 
Association of MBAs, the 
report identifies continued 
management training as one 
of the central demands of 
managers and executives. 
The report costs £25. 
Association of MBAs: UK 
(0)171 837 3375. 


Mormatioa hr Nows from Campus shotdd be seat to BeOa Bradshaw, 

The Rnancbl Timas, One Southwark Bridge; London SE1 BHL. 

Tel. 44 171 873 4873 F® 44 171 873 3950 


BUSINESS TRAVEL HONG KONG 

Cheaper but 
still cheerful 


Hotels are cutting 
prices to win 
customers, says 

Kate Bevan 

It is not much fun 
•vi’ being a hotelier in 
* ’ 21 Hong Kong at the 
moment Before the crisis in 
the region began to bite, 
hotels regularly enjoyed 
occupancy rates of 87 per 
cent. But as visitor numbers 
fall, the average occupancy 
rate has dropped to about 74 
per cent across all categories 
of hotels, while the picture 
for the glittering five-stars 
such :is the Regent, the 
Peninsula and the Mandarin 
Oriental is grimmer 
still. 

The Peninsula, the grande 
dame of the city, gloomily 
reports occupancy rates of 
only 45 per cent, while 
across the road at the 
Regent, the rate is “in the 


mid-60s”, according to 
Thomas Gurtner. general 
manager. 

Hotels are gritting their 
teeth and trying to remain 
bullish about their pros- 
pects. James Lu, executive 
director of the Hong Kong 
Hotels Association, admits 
that his members “have 
been too dependent on the 
Asian market". This means 
in particular the Japanese, 
now conspicuous by their 
absence. The Hong Kong 
Tourist Authority’ notes that 
the number of Japanese visi- 
tors fell 37.9 per cent last 
year, and 1998 is not looking 
any better. Hotels are 
instead cultivating new mar- 
kets in regions such as 
Russia and eastern Europe, 
according to Mr Lu. “There 
arc lots or opportunities," he 
insists. 

Whnt this means for busi- 
ness travellers is that for the 
first time in a long time they 


Travellers 
advised to 
avoid Sudan 
and Pakistan 

The Foreign aid 
Commonwealth Office is 
advising against all 
non-essential travel to 
Pakistan and Sudan, 
following US military action 
on Thursday, writes Amon 
Cohen. It warns those who 
do trowel to check the 
security situation before 
departure. In Pakistan, it 
advises against travel to the 
North-West Frontier 
Province. Baluchistan and 
the Federally Administered 
Tribal Areas. British nationals 
in those regions are 
requested to leave as soon 
as possible; those in the rest 
of the country should adopt 
a low praffle. avoid 
unnecessary journeys and 
keep hi touch with consular 
wardens and the British High 
Com mission. 

Control Risks Group, the 
overseas security 
consultancy, says there is no 
reason to avoid the Middle 
East, but WoridTrave! 
Partners, the US business 
travel agency, expects a 
drop in bookings to the 
whole of Asia Minor. Some 
■Mines have cancelled 
flights to Khartoum - check 
before departure. 


UK airlines in 
Moscow scrap 

British Midland and Virgin 
Atlantic are due to do battle 
tomorrow at a public hearing 
called by the UK Civil 
Aviation Authority over the 
right to offer flights between 
London and Moscow. At 
present, scheduled flights 
between Britain and Russia 
are operated by British 
Airways and Aeroflot But 
the Russian authorities have 
signalled a willingness to 
accept two carriers from 
each country. Both British 
Midland and Virgin Atlantic 
say that if they win, they 
would like to start services 
this winter. 

Xerox execs to 
travel on the net 

Xerox executives will be 
guinea pigs in the 
international trial of a system 
to make travel bookings on 
laptops, via the internet. 

Called AJG, it has been 
developed by American 
B^ress and Microsoft. 

Amex expects 30 percent of 
its corporate customers to 
be using it by the start of 
the millennium. It 
incorporates special rates, 
which they agree with 
airlines, car rental films and 

hold companies. It also has 


Hong Kong hotel room occupancy tats 

"• per cart'; 



can feel they are not being 
fleeced by the high prices 
hotels have routinely 
extracted from them. 

Value-added packages are 
the order of the day. The 
Regent is offering a daily 
credit of HK$1.000 (£80) 
which can be used for hotel 
services such as food, drink. 


laundry and business 
services. 

The Peninsula is celebrat- 
ing its 70th birthday by 
offering a third night's stay 
for just US$70 (£44). while 
the Kowloon, its sister hotel, 
has superior rooms from 
HK£LS00 a night with break- 
fast, an airport transfer and 


late check-out thrown in - a 
substantial discount on. its 
rack rate of HK$2,100. 

Kate Kelly, Peninsula’s 
communications general 
manager, says: “There is no 
point in gloom and doom. 
We have to look for opportu- 
nities, and nobody is sitting 
still." 



TRAVEL UPDATE 


a “low tare search tooT that 
automatically compares 
published prices with those 
that can be negotiated 
specially with airlines. There 
is an e-mail function for 
booking authorisation and a 
“show policy” button to 
check the booking falls 
within company rules. 

Organic food 
for all 

Passengers on Swissair 
flights from London 
Heathrow can now enjoy 
organic in-flight meals, 
writes Grffian Upton. The 
airline has introduced the 
naturally grown produce to 
ail classes following research 
revealing that customers 
wanted fresh, easfly 
digestible and well- 
presented meals. The 
organic menu has been on 
offer to passengers on 
flights from Switzerland for 
the past year. 

Business toys to 
ease the mind 

Take you’ mind off those 
business me etings - Le 
M&idien hotel in London’s 
Piccadilly has installed Sony 
Playstations In aOfts 266 
rooms and suites. It costs 
£4.95 an hour. Emmanuel 
Caux. general manager, 
says: "I suspect these toys 


will be most popular with 
business guests." 

No-noise flights 
from United 

Passengers on some United 
Airlines jets can relax in 
peace by selecting an audio 
channel that blocks out the 
noise around them. The 
carrier has installed a 
system that picks up low 
frequency background noise 
on two microphones In the 
traveller's headphones. The 
unwanted sound is then fed 
to an electronic controller, 
where an “anti-noise wave" 
is generated. This is 
combined with the original 
noise to cancel it The 
equipment cones from 


UK-based Noise 
Cancellation Technologies 
(Europe). 

Heading for 
Ashkhabad 

British Mediterranean 
Airways will start flying to 
Ashkhabad, capital of 
Turkmenistan, on October 
25. Initially it wiH operate 
twice a week from London 
Heathrow to the central 
Asian republic, flying via 
Yerevan, capital of Armenia. 
Outbound flights mil be on 
Thursdays and Sundays, 
returning on Fridays and 
Mondays. 

Roger Bray 


L&efy weather in the leading business centres : 
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TIM JACKSON 

ON THE WEB 


Serve hamburgers 
not bean sprouts 

AOL grew to be a multi-billion dollar ■ 
business by targeting the mass market 

of its service idiot-proof. . 


"I can buy 20 per cent of you 
or I can buy all of you,” said 
Bin Gates. “Or I can go Into 
thia business myself and 
bury you.” 

With these words, 
according to Kara Swisher’s 
new book about America 
On Line, Mr Gates presented 
Steve Case with an 
ultimatum that would have 
made any multinational 
company quake in its hoots. 

Yet despite Mr Case’s 
refhsal to sell, his company 
has emerged as one of the 
leading brands of the 
internet - and the Microsoft 
Network, after costing Mr 
Gates hundreds of millions 
of dollars, has failed to brake 
AOL’s growth. So complete 
is the rout that Microsoft 
has signed an armistice, 
marketing the AOL service 
through its operating 
systems in return for AOL 
plugging its Explorer 
browser. 

So how did AOL survive? 
And what lessons can other 
internet companies learn 
from it? In AOL.COM 
(Random House, $25), BAs 
Swisher makes a great deal 
of the company's dealings 
with Mr Gates - but reveals, 
perhaps unwittingly, that 
the struggle with Microsoft 
was actually a sideshow. The 
threat to launch Microsoft 
Network (MSN) spurred 
AOL on to greater efforts, 
but the MSN service itself 
proved a damp squjDb. 

A reporter for the 
Washington Post and later 
the Wall Street Journal, Ms 
Swisher does a solid 
reporting job. But to identify 
the real sauces of AOL’s 
success, you have to look a 
little between the lines. Here 
are the key points that came 
out .of my reading. 

First, AOL is not a 
technology business, even 
.though it operates the 
world’s biggest Internet 
protocol (IP) network, and 
angers millions of customers 
when its sendee goes down. 

Instead. Mr Case’s great 
. insight was to keep it 
simple. While other internet 
service providers expected 
strong technical skills of 
their customers, AOL’s 
mission was always to make 
the process of signing up for 
and using an nrifoM sendee 
almost idiobproofL 
1 - The company, succeeded - 
I But it also made’ the rnn+ant ' 


AOL’s own people describe it 
as middleof-the-road, bland, 
vanilla; less successful 
former competitors, such as 
CompuServe, dismiss it as 
junk food by comparison 
with their own more 
nutritional offerings.. AOL 
realised rightly, that 
Americans love junk food - 
and that if you want to own 
the mass market, you need 
to serve hamburgers rather 
than bean sprouts. 

Brand was also crucial. 
Helped by its proprietary 
interface, AOL was able to 
survive mistakes that would 
have sunk other companies. 
Service failures, 
uncompetitive pricing, 
perpetual busy signals, 
playing fast and loose with 
its terms of service - none of 
these things mattered as 
much as the comfort factor 
from the brand and software. 
The message “You've got 
mafl!”, recorded for AOL by 
the husband of an employee 
for gi 00, became such a part 
of customers' lives that 
famines would use toe 
phrase when picking up 
letters from the doormat 

Community mattered, too. 
Mr Case understood that 
allowing people to 
communicate In a new way 
was perhaps the key feature 
of his service. AOL had two 
unique offerings, instant 
messages and unmoderated 
private chat rooms, that 
allowed customers to chat 
for hours with people they 
had never met At one stage, 
revenues from this provided 
one-third of AOL’s sales. 

AOL was also a marketing 
innovator. While others 
bought press ads or bundled 
their offerings with modems 
or pomp liters, AOL did two 
smart things.. It identified 
lists of people who had a 
modem, a computer arid a 
credit card: and it realised 
that the best way to get 
them to sign up was to put a 
diskette into their hands. 

The company saturated 
America with junk-matted 
floppies — more than oue for ■ 
every man, woman and child 
m the country. 

The company was also a • 
pioneer of what has now 
become a commonplace •• 
internet business model; 
growth before profits! AOL 
Spent m heavily on 
marketing that at one point 


each new customer cost $273 
to acquire. Yet the high 
marketing spend meant 
more account holders, which 
meant a higher stock price, 
which meant money for 
marketing. A bit of creative 
accounting helped, too; until 
the Securities and Exchange 
Commission and analysts 
caught on. the company 
treated “every revenue as 
ordinary and' every expense 
as extraordinary". 

AOL has also smoothly 
adapted its management 
style to its maturity. In its 
growth phase, AOL had a 
freewheeling management 
style, symbolised by the Gap 
khajq s and denim shirts that 
Mr Case wore to work. Based 
outside Washington DC, 

AOL was far enough from 
Silicon. Valley to 
look beyond the nerds 
and address thp nw«s 
market 

As late as 1996 the 
company was too casual for 
a traditional manager. When 
a former Federal Express 
I executive was brought Into 
. tighten things up, he left . 

1 after only four months of 
trying to impose order - 
leaving behind tom angry 
AOLers who disliked being 
locked out of 7am meetings 
if they turned up 
late. 

Tbday, AOL is run by a 
consummate details 
merchant, Bob Pittman, 

. whom Case brought in from 
the theme parks business. 
Pittman, one of the founders 
of MTV, is a salesman par 
excellence - but he has 
focused hard oh squeezing 
customers and partners to 
make the business more 
profitable. 

The result Is that AOL has 
been able to raise its . 
monthly subscription fee 
while its US customer base 
totalled llm.and also to 
extract eye-popping - 
advertising fees from - 
partners - starting with 
' Tel-Save, a long-distance 
phone company that uses 
AOL as its primary way of 
finding new customers. . 

From an entrepreneur's 
point of view, these lessons 
may be of little practical 
help, since AOL’s methods 
are how too common in the- 
industcy to be replicable. 

But they help to explain bow 
a solid multi-billion dollar 
business was built in less 
than a decade. _ 
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1 CfefJoaetstadt 
and directed by 
PeterStein.: . j 
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and the Los . 

Angeles / ; U:';* 

Philharmonic N't 
Orchestra, begin 
Ihefr European tour on' 
Thufeday a programme ot 1 
and Bruckner at the 
Mustkhafle. The tour includes- 
v^its to Copenhagen, 


Manchester, London, Brussels, 

. Lucerne, Amsterdam and Turin:' 

LONDON • 

Yuri Temirkanovbrtags foe St / 
^Petersburg Pt g harmonicto .' 

j^tonmrra^ TheferaHt. , 
K prosrarmi&atttife 
Royal Albert HaU; 
■J® IncJudas flMniStta 
[lift ■*?* tltirsecpfvr' 
fejM a p g ftww a a fr of 
Wm Prokoftev'sParid 
Wm. Concerto No. 2 V 
^m with Evgeny fOssk) 
^asscAofetThe.', 
r Gtyndeboome 
protection ofSarion . 


on Satutiay, and Andrew Da vte 
conducts Sgaris The Apostles. 
on Sunday. ‘ 

VuJoo >£nagawa brings hfe 


prodjcfion'^ 

the BadjfcarfTbeetro 
tor *s BririsRprenitere. 




Sleepless in Seattle G 

Andrew Clark finds out why Speight Jenkins, the man who put Puget . paSsc i 
Sound on the opera map, is being kept awake 

It's the morning after the nigh t 
before. Speight Jenkins, general 
director of the Seattle Opera, is 
both confused and elated. Con- 
fused, because he has hardly 
slept, and does not feel his usual 
voluble sell Elated, because last 
night's performance of Tristan 
tmd Isolde was cheered by a 
capacity 3,000 audience, many of 
whom Stayed until the early 
hours to discuss its finer points 

with him. 


Tall and. well-groomed, with a 
thicket of white hair and a Dallas 
drawl, Jenkins, 61, is increasingly 
recognised as one of the movers 
and shakers in North American 
opera. Not bad far a man who 
studied law, Joined the US army, 
became a critic at 30, and was 
headhunted for the Seattle Job 
without ever having worked for 
an opera company. 

More than 15 years later, Jen- 
kins is still there, as enthusiastic 
as the day he started. He has 
earned his keep by more than 
doubling the Seattle Opera’s 
audiences, by becoming an effec- 
tive member of the community 



G eorge Balanchine created 
A Midsummer Night's 
Dream for his New York 
City Ballet in 1962 and it has 
never been seen In Britain. 
Pacific Northwest Ballet is based 
in Seattle, and is directed by two 
former NYCB artists, Francis 
Russell and Kent StcrweR. They 
have endowed their company 
with a fine gro unding in Balan- 
chine choreographies, and. for the 
troupe’s British debut (at the 
Playhouse, Edinburgh, as part of 
tire festival) they have chosen 
this Dream. It is a marvellous 


particular purpose. We can do 
almost any thing here, as long as 
it’s in full-length dress and wigs! 
fm not a prude. Fd just rather 


and - perhaps most important of set up my battles in other ways." 


all - by making his artists feel 
laved. How else did be persuade 
Ben Heppner and Jane Eaglen to 
make their stage debuts as Tris- 
tan and Isolde in out-of-the-way 
Seattle? 

Jenkins's formula is simple: T 
try to emphasise opera as thea- 
tre. to treat tile audience as 
sophisticated - anyone can play 
down to them - and to tell a 
stony In an i nte r esting way. Pro- 
ductions that pay little attention 
to the text and require long notes 


He cites Keith Warner’s 1996 
production of Carmen, which 
openly flaunted the heroine's sex- 
uality. Jenkins was rewarded 


with bags of protest mail. “So Peace, nearly bankrupted the 


they didn’t like it But sex and 
violence are what Carmen is 


company. Jenkins was saved 
only by the loyalty and generos- 


about That kind of thing doesn't ity of rich supporters. He took 
stop me if it’s the show 2 want to advice, appointed an adndnistra- 

— live director and secured a grant 

from the National Art StabOisa- 

My worst nightmare aon Fund. 

• The episode taught him a-les- 

is rf I overhear son: “What makes people give 

about what the director is doing . you money is good performances, 

are pass& What I say is *TeJI4he.- people diSCUSSUig... They don’t owe you anything^- 
story, do it theatrically, involve, .. ’ v - You can lead them, do all sorts of 

involve, involve'.’’ . . . the SeafKXWKS - things with them, but they have 

There speaks the proselytise-. ,, - .. . , , to know you care about them. 

Jenkins is proud of the fact .'that [TOOtDall team] III There’s plenty of other things 

Seattle commands the highest ■ . •; ‘ ’ clamouring for their attention." 

per capita opera attendances in tile interval ' He is proud of the Act that the 

the US. By the end of this mouth, - — : board never tried to ten him 

Tristan will have been seen by da They can get. mad as hops what to do artistically. The 1992 

nearly 30,000 people - more than with me and say all sorts of vio- Rochaix /Israel Ring demon- 
1 per cent of the Puget Sound lent things, and I'll reply to each strated that, contrary to wide- 

community. "I want people to one. That’s what's important - spread belief, US audiences can 


the interval’ 


1 per cent of the Puget Sound 
community. “I want people to 
Jove opera, I think it’s important 


strated that, contrary to wide- 
spread belief, US audiences can 


they care. My worst nightmare is the dialogue after performances, 
if I overhear people discussing to get a response there and then. 


that I explain. It’s why I started respond to a conceptual produc- 
tbe dialogue after performances, tion. "You don’t get more concep- 


the Seahawks or the Mamners 
[Seattle’s football and baseball 
teams] In the interval I want the 
opera to be talked about because 
it’s interesting, because people 
are revelling in the art form." 

However gratuitous such 
words may seem to European 


I adore these sessions, even when 


tual than csar Ring? says Jenkins 
proudly, "but it was a concept 


they attack me. Others win say that worked; because it was com- 


they loved it Nobody’s right? 

Such a taste for dialectic is not 
what you expect from someone 
who learned his repertoire from 


prehensile to the audience.” 

Jenkins is now planning his 
next Ring, with Eaglen as Brun- 
nhiMe Billy Budd is also inked 


the Metropolitan Opera’s touring in, and he Is itching to get his 


productions after the war. Jen- 


ears, they are essential to the kins saw Risft Stevens in Der 
vocabulary of any successful Rosenkavalier. Jan Feerce and 
impresario in North America. Leonard Warren in Rigoletto, 
Jenkins stakes out his ground Lida Albanese in Madama But- 
carefully. “Sometimes you have terfly, a Lohengrin conducted by 
to pander a little to audience Fritz Busch - all in Dallas. When 
taste. I tend to object to blatant be took his a degree, it was at 
sexual imagery because it brings Columbia Law School in New 
a whole lot of complaints for no York - where the Met was. 


hands on Wazzeck and Lady Mac- 
beth of Mtsensk. His young artist 
programme makes its debut next 
month, and there Is talk of a big 
upgrade of facilities at the Seattle 
Centre Opera House. Opera in 
Seattle is on a roll, and - a few 
sleepless nights apart.- Speight 
Jenkins is enjoying every 
minute. 



Jenkins: 'I want people to lava opera, ifs Important they care’ Randafl Scott 


Jenkins wishes he had taken a 
course in business management 
at the same time: it might have 
saved him some sleepless nights 
in his early years at Seattle. He 
misread his audience, running up 
an $800,000 deficit in his first sea- 
son. In 1992 a new Ring, coming 
cm top of a blockbuster War and 


ballet and is here given a vivid 
and idiomatic performance. The 
score is Mendelssohn's incidental 
music plumped out with other 
overtures and an early string 
symphony, cogently edited. 

1 have always thought It a mas- 
terpiece. Balanchine (who said 
that he “knew The Dream better 
in Russian than most people do 
In English”) condenses the action 
Into the first of his two acts. The 
narrative is there - save for the 
mechanicals’ play - and, more 
si gnifican tly, the characters have 
their Shakespearean life. Helena, 
entering in tears during the over- 
ture. is already tellingly identi- 
fied. Conventional mime and ges- 
ture add to the airiness of 
Balanchine's story-telling. Hints, 
suggestions of feeling, are 
enough to make us understand. It 
is a marvel of dramatic nuance. 

With plot thus dispatched, the 
second act becomes a wedding 
divertissement which serves to 
crown the unions of the lovers, of 
Oberon and Tttania. and of The- 
seus and Hippolyta. At its. heart 
ts a -pas de-deux- --blissfully 
danced when I first saw it by 
VkAette Verity and Conrad Lud- 
low - which is one of the most 
mysterious, because most allu- 
sive in feeling, ever made by 
Balanchine. 

Pacific Northwest has had the 
ballet redesigned by Martin Pak- 
ledinaz. It is pretty, embowered 
in flowers - roses, roses all the 
way - not unamnstng; and when 
the going gets serious, has the 
right touch of magic. The score 
was well played by the Scottish 
Chamber Orchestra under Stew- 
art Kershaw (the bores made the 
nocturne a bit foggy), and 
because the Pacific Northwest 
dancers are clearly very musical, 
the dance sparkled, gleamed in 
the moonlight. 

I thought the performance 
admirable. The ensemble has a 
strong, clean style, bright with 
energy and felicitous, attack, and 
every demand is met: this is the 
real BalancMnian thing. There is 
also that sense that the dancers 
enjoy what they are doing, under- 
stand and savour the choreogra- 
phy, with nothing routine, noth- 
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Pazzgpg: Patricia Barter as Utenia m a marwnoua perfor ma nce of Bafanchine*E masterpiece 

THE EDINBURGH FESTIVAL PACIFIC NORTHWEST BALLET 

A debut ‘Dream’ has the 
right touch of magic 


ing safe. In sum, this is a fine and 
coherent troupe. 

The soloists were uniformly 
good - 1 lost my heart to the 
touching Helena and Hermia of 
Julie Tobiason and Lisa Apple - 
and the great duet in Act 2 was 
done with a proper appreciation 
of Its mysteries (and Its astonish- 
ing rewards) by Linnette mtchin. 
with Olivier Wevers a secure 
partner. But it was the Tjtania of 
Patricia Barker who dominated 
the work. I have seen the role 
superbly done by Suzanne Farrell 
and Darci Kistler with NYCB. 
Barker brings something entirely 
magical and of her own to it 

Tail, blonde, she is a ballerina 
(in the real, old-fashioned sense 
of a much-abused word) with ail 


that implies of maturity, com- 
mand of effect technical grace. 
Her line is clear, line-drawn, 
flowering from an expressive 
torso. She phrases and extends a 
step or sequence, allows it to 
float for a last breath-taking sec- 
ond on the air. (Markova did this, 
with a dazzling accelerando that 
then melted into repose, and all 
within a single musical idea. Like 
that supreme artist Barker can 
also float a pirouette around her 
and make us savour its trace on 
the air.) She has. and this is espe- 
cially affecting, an air of assur- 
ance - not girlish, but womanly 
- which brings a lovely gravity 
to her dancing. I think her a joy. 

The leading male roles were 
nicely done: Oberon, danced orig- 


inally and with unforgettable 
brilliance by Edward VUlella, is a 
virtuoso test-piece, and was hon- 
ourably shown here by Paul Gib- 
son; Puck was given all the right 
naughtiness by Seth Beilis ton. 

In all. a performance of rare 
virtues, and a company of rare 
abilities. How sad that it should 
be In Edinburgh for only four 
performances. And as setting for 
this splendid evening, the murky 
Playhouse, with its eager 
ice-cream sellers blocking the 
aisles, its cramping seats, its 
unrivalled collection of 40 watt 
bulbs, and its skilful imperson- 
ation of an Albanian mortuary. 


Clement Crisp 


INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

EXHIBITION. 

Rqksmuseum . 

Tel: 31-20^73 2121 
Bellange: An Unconventional 
Etcher. Important retrospective of 
the 17th century Alsace artist 
whose graceful figures have long 
been popular among coflefctors 
but who has remained relatively 
unknown to the public - , to Oct 18 

COPENHAGEN 

CONCERT 

Tivofi Concert HaU 

Los Angeles PhHharmonic: 

conducted by Esa-Pekka 
Salonen In works by Copland, 
Mahler and Sfoelius- With 

mezzo-soprano Lorraine Hunt 

Aug 28 ' 

EDINBURGH 

DANCE 

Edinburgh International Festival 
Tel: 44-131-473 2000 

www.go-edlnburgh.ca.uk 

Dutch National BaHet Metaphors, 
Troia Gnossiennes. Three Pfecas 
for Hat and 5 Tangos - by Hans 


van Manen. With the Royal - 
Scottish National Orchestra 
conducted by Paid Connelly; 
Edinburgh Playhouse; Aug 24, 
Aug 25, 26 

OPERA 

Edinburgh Inte rn ati on al Festival 
Tek 44-131-473 2000 

www.go-edjnburgh.co.uk 

m Don Carlos: by Verdi. The 
■ Royal Opera in Luc Bendy’s 
production, with sets by Giles 
Ail laud and costumes by MoideJe 
Bickel. The conductor is Bernard 
Haitink and the cast includes 
Karita Mattila and Thomas 
Hampsonr Edinburgh Festival 
Theatre; Aug 25, 28 
• | Masnadieri: by Verdi. The 
Royal Opera fn'the British 
premiere of E®ah Moshinsky’s ■ 

production, designed by Paul 

Brown -and conducted by Sir 
Edward Downes; Edinburgb- 
Festival Theatre: Aug 24 

theatre. 

Edinburgh International Festival 
Yet" 44-131-473 2000 
www.go-edinburgh.co.uk 

Dte AhnBchen: by Botho Strauss. 
British premtere directed by Peter 
Stein, performed by the Theater 
In der josefetadt, Vienna; King’s 
Theatre; Aug 24, 25, 26 

gummerglass 

OPERA ' 

Afice Busch Opera Theater, 
Cooperstown 
TM l-ept-547 2255 
Tosca - by Puccini. New staging 
by the team responsible for last 
year’s Madama Butterfly; director 
Mare Lames, set designer 


Michael Yeargan, costume 
designer Constance Hoffman, 
lighting designer Robert Wierze! 
and conductor Stewart 
Robertson; Aug 24 

GLYNDEBOURNE 

OPERA 

Gfyndeboume Festival Opera 
Teh 44-1273-815 OOO 

• Capriccio: by R. Strauss. 
Revival conducted by Andrew 
Davis and directed by John Cox. 
The Countess is sung by Feficity 
Lott With tha London 
Philharmonic Orchestra; Aug 25 

• Simon Boccanegra: by Verdi. 
New production conducted by 
Mark Elder in a staging by Peter 
Hall With the London 
PMhamonlc prchestra. The title 
role is sung by Elena Prokkia; 
Aug 24 

LONDON 

CONCERTS 

BBC Proms, Royal Albert HaU 
Tel: 44-171-589 8212 

• St Petersburg PhHharmonic 
Orchestr a : conducted by 
Genrtedy Rozhdestvensky in , 
works by Tchaikovsky, Prokofiev 
and Stravinsky. With vloSn soloist 
Sasha Rozhdestvensky; Aug 24 

• St Petersburg Philharmonic 
Orchestr a : conducted by Yuri 
Terrirfcanov in works by 
Rlmsky-KoreakQV, Prokofiev and 
Mussorgsky (orch. Ravel). With 
piano soloist Evgeny Kissin: 

Aug 25 

OPERA 

.BBC Proms, Royal Abort Hafl 

Teh 44-171-589 8212 


Simon Boccanegra: by Verdi. 
Semi-staged. GSyndeboume 
Festival Opera production 
conducted by Mark Elder wfth 
the London Philharmonic 
Orchestra and soprano Sena 
Prokina; Aug 29 

LUCERNE 

CONCERTS 

International Festival of Musk; 
Tet 41-41-226 4400 
www.LucemeMuslc.ch/ 

• St Petersburg Philharmonic 
Orchestra; conducted tv Yuri 
Temlrkanov in works by 
Rimsky-Korsakov, Prokofiev, 
Stravinsky and Ravel. With violin 
soloist Dimitri Sltkovetsky; 

Aug 28 

• St Petersburg Philharmonic 
Orchestra: conducted tv Yuri 
Temlrkanov in works by 
Shostakovich and Tchaikovsky. 
With cello soloist Antonio 
Meneses; Aug 29 

MANCHESTER 
CONCERT 
Bridgewater Hall 

Teh 44-161-907 9000 
Los Angeles PhflhanTronic: 
conducted by Esa-Pekka 
Salonen in works by Copland, 
Slbefius and Stravinsky; Aug 29 

SALZBURG 

OPERA 

Salzburg Festival. 

Tel: 43-682-844501 

• Aufetieg und Fall der Stadt 
Mahagonny: by WeilL Conducted 
by Dennis Russell Davies in a 
staging by Peter Zadek, with sets 


by Richard Peduzzi. Cast 
Includes Dame Gwynneth Jones 
and Wilbur Pauley. With the 
Vienna Radio Symphony 
Orchestra; Grosses 
Festspielbaus; Aug 25 

• Don Carlo: by VerdL New 
staging by Herbert Wernicke, 
with the Vienna Philharmonic and 
Opera conducted by Lorin 
Maazel: Grosses Festspieihaus; 
Aug 24 

• Saint Frangois d'Assfee: by 
Messiaen. Conducted by Kent 
Nagano in a staging by Peter 
Seliars. With the HaH6 Orchestra 
and Schoenberg Choir, and a 
cast including Jos 6 van Dam and 
Dawn Upshaw; Felsenreitschule; 
Aug 24, 28 

THEATRE 
Salzburg Festival 
Teh 43-662-844501 

• Geometryof Miracles: by 
Robert Lepage. Performance 
based on the fife and work of the 
architect Frank Uoyd Wright 
Co-production with Ex Machine. 
Quebec, and EXPO 1998 Lisbon; 
Pemer Insei; Aug 25, 28, 29 

• Troilus and Crassida: by 
Shakespeare. New co-production 
with Theater Basel. 

directed by Stefan Bachmann; 
Lahrbauhof; Aug 24, 

Aug 28, 29 

SANTA FE 

OPERA 

Santa Fe Opera 

Tel: 1-505-986 5900 
www.santafoopera.org 
Madama Butterfly: by Puccini. 
John Crosby conducts a 
production directed by John 


Copley; Aug 25, 29 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Teh 49-437-567 080 

• Los Angeles Phiihannonic: 
conducted by Esa-Pekka 
Salonen in works by Schoenberg 
and Bruckner; Hamburg. 
MusikhaNe; Aug 27 

• Matthias Goeme: recital by 
the baritone of works by 
Schubert; Kiel, Schloss; Aug 25 


SEATTLE 

OPERA 
Seattle Opera 
Tet 1-206-389 7676 
www.seaWeopera.org 
Tristan und Isolde: by Wagner. 
New production by Francesca 

ZambeJIo, conducted by Armin 
Jordan. The title roles are sung 
by Jane Eaglen and Ben 
Heppner (replaced by Gary Lakes 
on Aug 25 & 28); Aug 25. 28 

TOKYO 
CONCERTS 
Suntory Hall 
Tet 81-3-3584 9999 

• Tokyo Philharmonic 
Orchestra: conducted by Kazushi 
One in the Japanese premiere of 
Herne's Symphony No. 9; 

Aug 26 

• Yomiuri Nippon Symphony 
Orchestra: conducted by Yukinori 
Tezuka In works by Mendelssohn 


and Dvorak; Aug 25 

VERONA 

OPERA 

Arena di Verona 
Tel: 3 9-045-800 5151 
www.arena.it 

• Tosca: by Puccini. New 
production by Giuliano MontaJdo. 
Cast includes Ruggero Raimondi 
and the conductor is Angelo 
Campori; Aug 28 

• Un Ballo in Maschera: by 
Verdi. New production by 
Giuliano Montaldo. Conducted by 
Daniel Oren (Angelo Campori on 
Aug 26); Aug 26, 29 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received In 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: MoneyBne with Lou Dobbs 
1&30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07: 07:07; 0850; 0920; 
10:20; 11.-20: 11:32; 1250; 13:20; 
14:20. 

At 0850 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


PERSONAL VIEW RICHARD MURPHY 


Policy after the missiles 


LETTERS TO THE EDITOR 


Washington still has the capacity to re-establish its influence in the Middle East 


T he overriding rea- 
son cited for Amer- 
ica's August 20 mis- 
sile strikes against 
targets in Afghanistan and 
the Sudan was the need to 
act quickly. 

Speed was necessary, the 
Clinton administration 
argued, to forestall further 
terrorism by Osama bin 
Laden, the sponsor of the 
attacks on US embassies in 
Nairobi and Dar es Saisam. 

There is no indication that 
Washington took time to 
consider the broader ques- 
tions of the impact these 
strikes might have on US 
relations with regional 
states and on its Middle East 
policy in general. 

It is not true that the air 
strikes have united Moslem 
opinion against the US. 
Regional states divided pre- 
dictably in their immediate 
reaction. Libya, Iraq and 
Iran issued quick condemna- 
tions. Friendly capitals such 
as Cairo and Riyadh either 
issued general statements 
deploring terrorism or kept 
silent. 

But even this shows the 
sea change in regional opin- 
ion during the past two 
years. In 1996 many regional 
leaders attended an anti- 
terrorism conference which 
President Bill Clinton was 
able to convene at the resort 
of Shann al-Shalkh in the 
wake of bombings against 
Israeli targets. This would be 
inconceivable today. 

America's vital Interests 
in the Middle East are to 
assure the security of Israel 
and access to Gulf oil. Wash- 
ington pursues the first 
through the Arab-Israeli 
peace process and the second 
by acting as guarantor of the 
security of the Gulf states. 
Both interests are now trou- 
bled but the US still has the 
capacity to re-establish its 
influence in the region. 

• The Arab-Israeli peace 
process has ground to a halt 
Arab public opinion has long 
complained that the US con- 
sistently displays a strong 
bias towards Israel This crit- 
icism is valid, for reasons of 
history and US domestic pol- 
itics. Yet Arab leaders still 
agree the US is an essential 
phxty to the peace process. 



US target a factory bombed last week In Khartoum 


But today, America's cred- 
ibility as an Arab-Israeli 
peacemaker has eroded. 
Washington has been in a 
prolonged struggle to per- 
suade the Israeli government 
to accept a farther 13 per 
cent withdrawal on the West 
Bank, a compromise percent- 
age the Palestinians accept. 
It is a minor miracle that the 
summer has not seen an 
explosion of Palestinian frus- 
tration. 

The negative reaction to 
US air strikes may raise ten- 
sion further. But evidence 
that the White House is pre- 
pared to Intervene and sup- 
port the secretary of state In 
her efforts to move the peace 
process ahead would go far 
in the Arab street s to defuse 
the negative reaction to the 
strikes against bin Laden. 

• Bln Laden is not a folk 
hero in the Arab world, 
although there is always a 
degree of admiration for the 
solitary warrior who chal- 
lenges the US. Saddam Hus- 
sein tried to paint himself as 
that warrior after his occu- 
pation of Kuwait in 1990. 

True, the regional support 
he garnered then soon shriv- 
elled but the passage of time 
and Arab sympathy for the 
Iraqi people has since 
worked to his advantage. 

America's Iraq policy is at 
a crossroads. Up to now In 


the Security Council, Wash- 
ington has been able to 
maintain relatively solid 
support for a combination of 
economic sanctions on Iraq 
and intrusive inspections of 
Iraqi weapons of mass 
destruction by Unseam, the 
UN mission. 

Saddam has repeatedly 
challenged Unscom proce- 
dures «nd now dsmands tbs 
immediate lifting of sanc- 
tions. If bis latest challenge 
is allowed to stand it will 
mean the end of Unscom. We 
need this organisation and 
must work to keep it alive. 

The suggestion that Secre- 
tary Albright might recently 
have Interfered with 
Unscom's practice of sur- 
prise inspections has stirred 
up a hornet's nest of criti- 
cism. In fact, she may be 
leading US policy in a 
shrewd direction. 

Note that Washington did 
not immediately threaten an 
attack or even insist that die 
UN Security Council adopt a 
resolution threatening Iraq 
with military consequences. 

By emphasising the diplo- 
matic option, the administra- 
tion shows it absorbed a les- 
son from its experience in 
the council last February. 
Then we talked tough, while 
hoping Secretary General 
Kofi Annan would bring 
back an acceptable agree- 


ment from Baghdad. Now 
Saddam has dishonoured the 
agreement. 

Presumably Baghdad still 
hopes to use hfr Anna n to 
assist its campaign to split 
other council members from 
the US. Washington should 
encourage Mr Annan to per- 
severe. 

Since operation Desert 
Storm to liberate Kuwait In 
1991, one element of Ameri- 
can policy has been to con- 
tain and deter Iraq. We can 
keep Iraq from attacking Its 
neighbours. The past seven 
years, however, have shown 
we cannot compel Iraq to 
meet the council’s demand 
for full disclosure of its 
weapons of mass destruc- 
tion. 

It is hard to maintain a 
consistent policy towards 
Iraq. The administration 
must contend with foreign 
as well as domestic critics. 

On the foreign side, Arab 
resentment has grown in 
part because the US 
demands strict enforcement 
of UN resolutions on Iraq - 
while KggmiinE reluctant to 
press Israel an peace process 
issues. No US official wants 
to talk publicly about this 
linkage. But one need only 
recall the negative Arab 
reaction to our talk of a mfli- 
tary strike on Iraq last Feb- 
ruary to appreciate how 
these issues are intertwined. 

On the domestic side, 
there will need to be a closer 
administration dialogue with 
the US Congress. Congress 
has authorised funds to stim- 
ulate unity among Iraq’s 
fractious opposition but 
must accept that there will 
be no quick results. 

In sum, the US must keep 
up its guard. It will be along 
war but we cannot solve 
every problem in Middle 
East politics by launching a 
missile. Washington must 
invest greater energy in the 
peace process and maintain 
Security Council unity 
against Iraq. 


Siemens’ allegation against Korean 
semiconductor producers ‘groundless’ 


From Hue-Bum Choi. . 

Sir, The Korean semicon- 
ductor producers reject as 
totally ridiculous the allega- 
tion made by Si eme ns execu- 
tives in recent weeks that 
Siemens’ decision to dose its 
f UK Tyneside plant had been 
caused by the support given 
to the Korean semiconductor 
industry by the IMF rescue 
plan for Korea. 

In the articles of August 2, 
Heinrich von Pierer, Sie- 
mens' chief executive, was 
quoted as saying that sui- 
cidal pricing by Asian com- 
petitors had been helped, 
indirectly, by International 
Monetary Fund aid, particu- 
larly to Korea. Ulrich Schu- 
macher, head of Siemens 
semiconductor business, was 
reported to have attacked 
the IMF far supplying cash 
to Korea which he believed 
was being used to support its ' 
chip-making plants. 

Siemens cannot Ignore an 
unequivocal and specific 
promise the Korean govern- 
ment has made to both the 
IMF and foreign govern- 
ments that the IMF funds 
will be used to repay foreign 
debts and increase the for- 
eign currency reserve of the 


Bank of Korea and not to 
ball out or subsidise private 
industries or specific firms. 
The Korean government win 
. hot direct the funds to any 
specific industry, including 
the semiconductor industry. 
Rather, private firms will 
continue -to borrow money 
primarily, in international 
■finan cial mark ets based CD 

their own . credit ratings. 
Compliance with this spe- 
cific cnmmif'Tnp’nt of the Kor- 
ean government is closely 
monitored by the IMF and 
the foreign governments 
concerned. Siemens’ allega- 
tion is totally groundless. 

Siemens is unfair ly blam- 
ing the Korean semiconduc- 
tor producers for the current 
downcycle affecting the 
world -semiconductor indus- 
try. Many competitors pre- 
sume that the Korean semi- 
conductor producers were 
the only companies expand- 
ing production facilities in 
the past few years and. 
therefore, are solely respon- 
sible for the worldwide 
D-Ram oversupply. There is 
no reason to single out Kor- 
ean producers for a world- 
wide phenomenon which 
concerns all producers. 


regardless of their origin, 

. including Siemens. The Kor- 
ean producers have taken 
drastte steps to reduce ' the' 
overcapacity to the memory 

market .' by suspending 
investment plans. • . 

They have' also Shown 
their spirit of co-operation . 
with the European semicon- 
ductor Industry by entering 
last year into- a data collec- 
tion and maintenance, sys- 
tem agreement with the 
European semiconductor 
producers. . 

In the difficult situation 
facing the world semicon- 
ductor industry, it is always 
tempting to lay the blame 
for one’s problems with 
somebody else. An objective 1 
analysis of the facts; how- 
ever, shows that the . allega- 
tions made against Korean 
semiconductor producers 'are 
most unfair. • i 


More like a 
casino than a 
marketplace 


From Mr Genu 
3. Smallwood. 

Sir. What a reflection on 
our times when professor 
Henry Rowan (Letters, 
August lfl) accuses the Hong 
Kong Monetary Authority of 
creating ‘‘a potentially seri- 
ous mural hazard problem- 
fbr the future” by its .recent 
actions: 

.. This appears, to .be a 
description more aptly used 
to describe the speculators 
who, seeing a problem, 
endeavour to compound and 
manipulate it to their advan- 


Hye-Bum Choi, . 
director, 

Korea. Semiconductor 
Industry Association 
(KSIA), 

2F Dang-H Bldg, 

#107 Yanglae-dong, 
Seocho-Ku, . . ■ • 
Seoul, Korea 


In some securities mar- 
kets. a cap is placed on 
heavy speculative action. Is 
it not time for the activities 
of the foreign exchange mar- 
kets to be examined with a 
view to curbing some, of the 
excesses taking place? They 
currently have more of the 
flavour of a casino than of a 
“marketplace”. " 


Gerry S. Smallwood, 

1071 North Keuier Avenue, 
Los Angeles, 

CA 90049, • 

US 


Philip Morris does not want young people to smoke 


The author is senior fellow 
for the Middle East at the 
Council on Foreign Relations 
m New York. He served as 
Assistant Secretary of State 
for Near Eastern and South 
Asian Relations 1983-89 


Prom Mr Andrew White. 

Sir, Your report “Eastern 
Europeans foil for appeal of 
western cigarettes" (August 
11) is noteworthy to us 
because of what it does not 
say and the impression it* 
leaves with your readers. 

Philip Morris does not 
want, young people to smoke, 
and we take great pains to 
ensure that our marketing 
and promotional pro- 
grammes are directed only 
at adults. We have for many 
years had In place a code of 
advertising and marketing 
conduct which, in no uncer- 
tain terms, forbids our 
tobacco advertising and pro- 
motions to be directed at 


minors. This Is distributed to 
all our advertising and pro- 
motion agencies, as well as 
our employees. 

We have in place multiple 
controls in the Ukraine and 
elsewhere to ensure against 
under-age people from par- 
ticipating in our promotions. 
This includes extensive 
tr aining of our promotional 
staff to -ensure that they do 
not distribute coupons to 
those below the age of IS. 

Promotional staff are 
informed that, in the event 
that this policy is not 
adhered to, thqy will be dis- 
missed Immediately. We 
realise the system is not per- 
fect and are looking for ways 


to improve it, but 'in the vast 
majority of ^instances -the 
multiple safeguards we have 
put in place do work- 
while recognising that all 
elements of society must 
play an' active role in pre- 
venting, youth from smoking 
- not just tobacco companies 
but parents, educators -and 
retailers as well - Philip 
Morris , is doing its part 
Above and beyond the strict 
internal controls we have in 
place relating to our market- 
ing activities, we also pro- 
vide tending for youth anti- 
smoking programs in more 
than 60 countries around the 
world. Including eastern 
Europe. 


Philip Morris’s position on 
under-age smoking is dear: 
we don’t want kids to smoke. 
We are actively involved in 
eastern . Europe, and around 
the world, in raamp ai g m to 
discourage young . people 
from smoking and we take 
every measure to ensure 
that our advertising, market- 
ing and promotions are 
directed only to adults. 


Andrew White, 
vice-president, corporate 
affairs, . 

Philip Morris, 

Eastern Europe division. 
Avenue de Cour 107, 

. 1001 Lansanne, 
Switzerland 


Number One Southwark Bridge, Loudon SE1 9HL 
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W ith economic 
crises in Asia 
and Russia, it 
seems a 
strange time for Germany to 
warm to the idea of globali- 
sation. But the country has 
done just that, putting aside 
the doubts about its competi- 
tiveness that plagued busi- 
ness leaders and politicians 
until this year. 

A vigorous export perfor- 
mance bas helped The Ger- 
man chambers of industry 
and commerce (DIHT) have 
forecast that the nation's 
exporters will maintain their 
share of world trade this 
year, having suffered a 0.7 
percentage point drop to 10 
per cent in 1997. 

Figures last week 
suggested Germany’s visible 
trade surplus was cm track 
this year to exceed the 1997 
record of DMU6bn. The cur- 
rent account, deeply in defi- 
cit since unification to 1990, 
came just DM700m short of 
equilibrium in the six 
months to the end of June. 

Gerhard SchrOder, the 
opposition Social Democratic 
challenger for the chancel- 
lorship. has swung his party 
behind globalisation. GQnter 
Rexrodt, the Bonn econom- 
ics minister, last week gave 
unqualified support to the 
idea of nations competing to 
attract investment Such 
competition created “enor- 
mous potential for new ideas 
and new markets”. It was up 
to Germany to exploit its 
opportunities and not leave 
the field to others, he said 
The feeling that Germany 
“is back” has been strength- 
ened by Daimler-Benz’s bold 
takeover of the US. Chrysler 
group. Global economic wor- 
ries appear less threa tening 
in a country where only 5 
par cent of exports go to the 
troubled Asian countries and 
just L8 per cent to Russia. 
Senior German officials last 
week dispelled any notion of 
an impending world mone- 
tary crisis, pointing out that 
the dollar and European cur- 
rencies had been “astonish- 
ingly stable". . 

Indeed, the D-Mark 
exchange rate goes a long 
way towards explaining- the 
sense of comparative secu- 
rity in Barm. Since peaking 
In November 1995, the 
D-Mark has depreciated by 
an average 6,7 per cent 
against the currencies of 
.Germany’s IS- main trading 
partners. Taking Germany's 
low inflation into account, 
the exchange rate has not 
been so. competitive since 
mid-1992. 
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Germany 
looks out 


Europe's leading economic power is 
warming to globalisation 


Germany: foreign trade 
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But the positive approach 
to globalisation reflects more 
than trade and currencies. 
Economists are taking a 
fresh look at Germany’s sub- 
stantial direct investment 
abroad - in recent years and 
concluding that, in the right 
circumstances, it can help 
increase productivity and 
employment at home. 

Late last year, the Karls- 
ruhe-based Fraunhofer Insti- 
tute' for Systems Technology 
and Research into Innova- 
tion polled L300 companies 
in the investment goods 
industry to find out whether 
they invested abroad, why 
and with what results. . 

. To their surprise, research- 
ers Steffen Kinkel and Jflr- 
gen Wengel found there was 
a significant difference in 
performance between those 
companies that transferred 
capacity abroad solely to 
economise on labour and ' 
those companies, dubbed 
“home based players”, which 
mainly obtained components - 
from local sources, exploited 
them local roots to boost pro- 
ductivity and flexibility and 
invested in production 
abroad to strengthen their 
market position. 

Sayings on personnel costs 
was a foctor for the 26 per 
cent of companies that 
Invested abroad in the two 
years prior to the survey. . 
about 80 per cent said It was 


“one reason" and more than 
a quarter said it was the sole 
reason for 'moving produc- 
tion outside Germany. 

But the. Fraunhofer 
researchers found such 
investments were not neces- 
sarily crowned with success. 
Their survey revealed a dis- 
gruntled 4 per cent of compa- 
nies that had dosed dawn 
their foreign plants and 
moved back to Germany in 
the period. Their main com- 
plaints related to personnel, 
with lack of flexibility in 
meeting deadlines, -inade- 
quate quality and hi gh co- 
ordination costs turning 
what had appeared a worth- 
while foreign adventure into 
a painful experience. 

Among the' various types 
of company investing 
abroad, the home based 
organisations, -• which . put 
most emphasis on foreign 
production to secure mar- 
kets, reported .a high ‘value 
added of DM169 ,000 per 
employee. The companies 
investing abroad to cut 
labour costs reported a lower 
DM180,000 value added per 
employee. Although better 
than the- DM116.000 Of those 
companies that did not 
invest abroad, the. benefit 
was affeet by longer delivery 
times and a significantly 
higher “time to market" 
period of 18 months for new 
products against 14 months 


in the case of the companies 
that stayed at home. 

. But the real benefits 
accruing to the home based 
companies emerged when 
the researchers analysed 
their sales. Their impressive 
productivity mainly 
reflected higher turnover 
among their German based 
operations, indicating that 
foreign direct investment 
had stim ulated borne sales. 

Nearly 75 per cent of the 
companies investing primar- 
ily to strengthen their posi- 
tion in foreign markets 
reported higher sales from 
their domestic plants. That 
compared with only 60 per 
cent of those that chose 
either to keep their produc- 
tion at home or move pro- 
duction abroad to save 
labour costs. 

In consequence, the Fraun- 
hofer institute found that 
companies with plants In 
their foreign markets were 
more likely to boost employ- 
ment in Germany, creating a 
“win-win situation". 

Such finding s support Mr 
Rexrodt 1 s view that invest- 
ments abroad “are increas- 
ingly creating new market 
opportunities which in turn 
are securing and creating 
Jobs". They may even help 
allay popular fears that 
investme n ts abroad kill jobs: 

These fears have been 
fuelled by official figures 
showing no end to the mas- 
sive German foreign direct 
investments of recent years. 
At DM30bn in the first half 
of this year, foreign direct 
investment se ems likely in 
1998 to exceed last year’s 
DM5L5bn by a large marg in 
and to beat the 1996 record 
Of DM52bn. 

. On the other hand, foreign 
direct investment in Ger- 
many has picked up. The 
economics ministry last 
week announced a record 
DMl4bn in the first half, 
well in excess of the 1997 
total of DM4*2bn and the 
DML9bn of 1996. 

The gap between outward 
and inward investment 
shows there is still a need to 
improve business conditions 
in Germany. At a recent Ger- 
man British Forum confer- 
ence in Berlin, a straw poll 
of business leaders made 
clear that the main problem 
was Germany’s complex and 
inequitable tax system. As 
both Germany’s big political 
parties are committed to tax 
reform, there may yet be a 
chance for Germany to share 
more fully in the inward 
investment generated by glo- 
balisation. 
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Mr Yeltsin 
strikes back 


K is easy to dismiss Boris Yeltsin 
as a drunken and erratic despot. 
That wild be an error. He has 
repeatedly proved himself a bold 
and successful' tactician. Once 
more, be has seized the initiative 
by dismissing the four-month-old 
government of Sergei Kiriyenko 
and bringing back Viktor Cherno- 
myrdin, whom Kiriyenko had 
replaced. 

Unfortunately. Mr Yeltsin's tac- 
tical brilliance is more t han out- 
weighed by Ms strategic faiimg g 
With Russia drowning in a finan- 
cial crisis that Mr Cbernomyr-. 
din's short-sightedness and Mr 
Yeltsin's inconsistency have done 
so much to create, hopes for 
reform must be close to dead. 

From a purely political point of 
view, Mr Yeltsin’s game of musi- 
cal chairs may work. He has once 
again distanced himself from a 
government associated with 
humiliating failure. He has also 
brought back a man who heads 
the second biggest parliamentary 
grouping and enjoys strong con- 
nections to powerful business 
interests, particularly in the oil 
and gas industry and among the 
country's financial oligarchy. 

Mr Chernomyrdin has little 
charisma and less credibility, but 
the shift may provide Mr Yeltsin 
with the backing he needs to sur- 
vive until the end of his term. 

Yet the gamhit may even fett- 
One reason would be that a man 
so closely associated with the on- 
gin of the problem is not a con- 
vincing source of the solution. 
Another is that the president has 
thrown Russia’s government into 
a limbo of unknown duration 
when a host of difficult decisions 
on financial restructuring and 
monetary and fiscal policy have 
to be taken. 

The political and economic 
risks converge. The chances of 


fiscal reform or a serious effort to 
increase taxes must be still 
smaller now than a few days ago. 
But it also seems more likely that 
much of the banking system will 
be rescued. With access to credit 
markets destroyed by the deci- 
sions taken last Monday, tin* 
chances of open-ended resort to 
the printing press, already large, 
are now still larger. 

The world outside is largely a 
spectator of the Russian politic al 
drama. Its influence, always lim- 
ited, has almost certainly been 
further reduced by the way Rus- 
sia succumbed to the global 
fina n cial crisis and by the fell of 
Mr Kirlyenko’s refo rming govern- 
ment. What western leaden can 
stress, however, is the wisdom of 
re-appointing as much of the old 
government as possible and. still 
more important, of resolving the 
uncertainties about the debt 
restructuring swiftly. 

Unfortunately, this may be 
very difficult. Mr Chernomyrdin 
will probably wish to put 
together a government attracting 
greater support in the Duma than 
its predecessor. That would prob- 
ably rule out the return of many 
of the more controversial reform- 
ers. Equally, the questions 
involved in managing the debt 
restructuring are so politically 
sensitive at home and controver- 
sial abroad that speedy decision 
may prove nnpossJbla A test will 
come today, which ;s when the 
previous government had prom- 
ised to deliver its proposals. 

An obvious question Is whether 
this is more or less the end of the 
line for Mr Yeltsin. Bat the big- 
ger concern must be Russia itself. 
Can reform survive the collapse 
of the rouble peg, the govern- 
ment's creditworthiness and the 
government itself? Only a bold 
optimist would answer yes. 


Juggernaut in trouble 

South Korea is experiencing an export boom 
but that does not mean it will get export led growth, writes John Burton 


LTCB rescue 


* 
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Friday's announcement on .the 
future of Long Term Credit Rank 
of Japan was. Important not just 
for the troubled bank itself but 
also as an indication of bow the 
Japanese government intends to 
restructure the rest of its bank- 
ing system. 

After a long period of indeci- 
sion, the government has chosen 
to push ahead with plans to 
merge LTCB with Sumitomo 
Bank: To get LTCB into shape for 
such a merger, the government 
has indicated it will .inject sub- 
stantial public funds into the 
bank in return for a big restruct- 
uring package. 

A restructnremufmerge strat- 
egy has advantages. It avoids the 
cost of nationalisation and causes 
for less market disruption than 
closures - important when the 
international markets are already 
in turmoil and Japan is in the 
clutches of a credit crunch. 

But the restructuring must be 
radical. Merely reducing the 
number of banks through roerg- - 
ers will not be enough. Japan’s 
banking system suffers from 
chronic overcapacity and a conse- 
quent lack of profitability. Until 
excess capacity is reduced, 
through either closures or 
restructuring the system cannot 
return to normality. 

The LTCB plans give some 


cause for optimism. The package 
contains all the necessary ele- 
ments: a large loan writeoff top 
management resignations, 
branch closures and job cuts. - 

However, given Japan’s history 
at backsliding on reform, there 
must remain doubts about imple- 
mentation. And although the 
measures are hold, particularly 
by Japan's standards, even 
harsher measures may be needed 
if the Sumitomo/LTCB institu- 
tion is to be profitable. The cut in 
the workforce is fairly modest, 
and it is quite likely that the loan 
writeoff of Y750bn is not suffi- 
cient to dear LTCB’s bods. 

If the Japanese government 
chooses to use this strategy with 
other banks, it is essential that it 
does not make it: look a soft 
option. Public money should only 
be given out on two strict condi- 
tions: that the institution is sol- 
vent, and that it has produced an 
acceptable restructuring plan. 

A clear statement of exactly 
what criteria ' wiU be used, 
together with greater transpar- 
ency by the Financial Supervi- 
sory Agency, would give the pro- 
cess a good deal more credibility. 

Japan has, at last, chosen a 
sensible course of action over 
LTCB. But the long and difficult 
task of cleaning up the banking 
sector is only just b e ginnin g . 


Time to talk 


The chaos in the Congo is 
matched by confusion in the 
ranks of southern Africa's lead- 
ers. Faced with the first serious 
test of its role of regional police- 
man. the Southern Africa Devel- 
opment Community (SADO is hr 
disarray. 

Despite yesterday's summit in 
Pretoria, presidents Nelson 
Mandela of South Africa and Rob- 
ert Mugabe of Zimbabwe remain 
at loggerheads when they should 
be sharing the responsibility of 
seeking, political solutions to a 
crisis engulfing the region. 

While two senior, members of 
the Community quarrel. Zim- 
babwe and Angola are sending 
troops to the Congo in support of 
president Laurent Kabila, raising 
the grim prospect of a proxy, war 
with Uganda and Rwanda - 
almost certainly hacking . the 
rebellion against him. 

Mr Mugabe, absent from the 
Pretoria meeting, appears driven 
by a desire to become the 
regional power-broker and a need 
to distract domestic attention 
from Zimbabwe's economic woes. 
Angola's government is deter- 
mined to prevent neighbouring 
Congo from providing military 
assistance to Unita. the bitter 
rival of the ruling MFLA. Both 
countries appear to have scared 
the* rebels Into calling fra- a cease- 


fire - the only positive event in a 
week of bad news. 

But they have also bolstered 
Mr Kabila’s confidence, and that 
is a dangerous development. The 
rebels have genuine grievances. 
A process of national conciliation 
is essential it Congo is to recover 
and southern Africa is to prosper. 

There are two lessons to be 
drawn. The first is .that no coun- 
try stands alone in central and 
southern Africa: events in one 
can destabilise the rest, necessi- 
tating regional, not national, 
approaches to political problems. 

The second is that politics 
abhor a vacuum, and in the 
absence of prompt international 
or regional initiatives, one or 
other leader - In this case Mr 
Mugabe - will try to fill the void. 

As the only country with any- 
thing approaching the capacity to 
run a peacekeeping exercise. 
South Africa should not have 
allowed Mr Mugabe to steal the 
initiative by sendingin his troops 
in the name of SADC. 

. But if Mr Mandela has been 
slow-footed, the UN has seemed 
paralysed, it Is not too lata Sec- 
retary-general Kofi Annan must 
throw his weight behind South 
Africa’s latest efforts to bring the 
parties to the negotiating table. 
And whether Mr Kabila likes it 
or not, that includes the rebels. 


F or. the past year, almost 
every piece of economic 
sews from Asia has 
been. bad. Since the 
devaluation of the Thai baht on 
July 2 1997, the- indicators have 
an been pointing down, notably 
for the region’s currencies. The 
best that has been hoped for is 
that these devaluations would 
sooner or later deliver an expert- 
led recovery. 

Now, on the face of it the first 
signs have started to appear that 
this might be happening in. South 
Korea. 

For a nation whose motto is 
“export or die’*. Korea’s auto- 
matic response to Its worst reces- 
sion since the 1950s has been to 
ship wave after wave of cars, 
electronics, steel, ships and petro- 
chemicals overseas as domestic 
demand collapses. 

The Hyundai Research Insti- 
tute believes that if exports had 
not increased, gross domestic 
product would have fallen 17 per 
cent instead of an estimated 4 or 
5 per cent 

Since the start of this year, 
Korean export volume has surged 
by between 20 per cent and 40 per 
cent, measured year-on-year, 
each month. That is by for the 
fastest growth in the region. But 
when measured in dollars the 
value of total Korean exports - 
after peeking earlier this year — 
has fallen in the past three 

mnnthc 

Despite the sbarp rise in 
exports. Korea's top 30 conglom- 
erates, or chaebol, reported a 
combined net loss for the first 
half, the biggest ever recorded. 

Daewoo, one of the most 
aggres s ive exjxst ere, had a 77 per 
cent increase in sales for Its trad- 
ing division, but its listed subsid- 
iaries still reported a combined 
loss of Wan206bn (5160m). 

So why are the chaebol relent- 
lessly exporting regardless of 
losses? 

They must generate cashflow 
to service high debts or else fooe 
possible bankruptcy- The chaebol 
are caught in a trap of their own 
making. The high debts were 
a ss um ed as they built too many 
factories in the 1990s, The result- 
ing excess production capacity 
means a surplus of goods and 
lows export prices, which makes 
it more difficult to solve their 
Wn aT irf ri problems. 

“Korea is driving down product 
prices. The export price index is 
falling because it indicate* too 
much product chasing too few 
customers,'' says Stephen Mar- 
vin, research head at Jardine 
Fleming in Seoul 
Others suspect that Korean 
exporters are engaging in preda- 
tory pricing. “The conclusion has 
to be that they are dumping if. 
companies are reporting net 
losses even though export vol- 
ume grew by as m uc h as 40 per 


C hina’s commercial 
relations with South 
Korea used to be 
largely complementary. 
Korean manufacturers that found 
the domestic cost of labour too 
high moved to neighbouring 
China. In export motets, the 
countries rarely competed 
direetty; the Koreans offered 
higher quality goods, leaving 
Chinese exporters 'to exploit the 
lower priced end of the market 
All this changed with the 
devaluation of the won since late 
last year. Higher quality Korean 
products now often cost less in 
dollar terms than Chinese goods. 
Kore®> Investors have shut down 
export-orientated plaits in many 


Chaebols struggle 
for survival 



cent," says Geoffrey Barker, 
regional economist at Dresdner 
Klein wort Benson in Hoag Kong. 
Seoul rejects that allegation by 
saying that devaluation leads to 
lower export prices. 

The tear is that as the chaebol 
struggle for survival, they are 
contributing to deflationary pres- 
sure in. the region. 

“Korean exports are a destabi- 
lising factor for Asia," says 
Simon Ogns, regional economist 
at Warburg Dfllon Reed in Hang 
Kong. 

The rest of Asia buys half of 
Korea's exports. Although Kor- 
ean. exports to Asia measured in 
dollar tenns have fallen, export 
volume is up. However figures 
are imprecise. Chinese trade offi- 
cials. suspect that smuggled Kor- 
ean imports now exceed legal 
ones. 

Korean exporters have tamed 
their attention to » *ith Agfa , par. 
ticularly India, with exports on a 
value basis up by 25 per cent 
during the first half. Cars and 
steel are the main products. . . 

ijrtin America is also seen as 
an area of future expansion since 
St accounted for only 6 per cent of 
Korean exports last year. But 


Brazil, which competes in many 
Of the same industries as Korea, 
has already warned of possible 
anti-dumping duties. 

The effects are. also being felt 
in the EU. with Korean imports 
up nearly 15 per cent in dollar 
terms. Siemens recently closed 
its year-old £ 1.2 bn semiconductor 
plant in the UK because it was 
losing money due to a global fall 
in chip prices, which it blamed 
on undercutting by Korean pro- 
ducers. The EU has started an 
anti-dumping probe into Korean 
polyester fihre and others may 
follow. . 

“Korean cars are pouring into 
Europe, which is not good for 
us." says Luc Vandebon. first 
counsellor at the EU delegation 
in SeouL “But I don’t think this 
will continue to happen at the 
same rate because Korea is 
losing competitive advantage in 
-pricing as.-the-Japaaese .yen - 
weakens." 

Indeed, there are signs that 
Korea's export drive is losing 
steam. Trade volume growth year 
on year has fallen from a peak of 
38 per cent in April to 24 per cent 
In June, according to Mr Marvin. 
“The reasons for deceleration are 


slowing demand in Asia, exports 
piling up in overseas warehouses 
and the possibility of increased 
protectionism." 

Another brake on export 
growth is that the nation’s trou- 
bled banks are reluctant to pro- 
vide trading financing as they 
struggle to meet capital adequacy 
ratios. Meanwhile exporters are 
having problems getting letters 
of credit to import raw materials. 

The export boom has relied on 
gristing stockpiles of raw materi- 
als. but this supply base is rap- 
idly eroding and more imports 
will be needed soon. The govern- 
ment has promised to provide 
new trade credits. 

There are signs that Korean 
companies are willing to reduce 
volume to raise export prices and 
increase profitability. Semi- 
conductor manufacturers have 
cut production and established 
minimum pricing -levels, whteh- 
have led to a recent rebound in 
the global price of memory drips. 
High local prices previously 
helped subsidise exports, which 
had thin profit margtwa- 

The government is planning to 
stimulate domestic demand later 
this year through an expansion- 


ary fiscal and monetary policy, 
which could reduce the need for 
exports to generate cashflow for 
companies. 

But a significant part of Kor- 
ean industry is too weak to 
ffhapgp course. The chaebol are 
mired in debt the debt-toequity 
ratio among the nation's 30 larg- 
est groups rose from 366 per cent 
to 412 per cent in the first 
half. 

That has led some analysts to 
believe that the chaebol will keep 
exporting, no matter what the 
cost 

“Korea needs to keep exporting 
even if it is losing money because 
it needs to keep up the use of 
production capacity, which has 
already fallen sharply. You cant 
have factories or workers lying 
idle. The alternative would be 
economic collapse," says Mr 
Marvin. 

- -Korea-is anr-exporHuggeiuaut- 
but its engine is misfiring so 
badly that exports alone may be 
unable to pull the economy out of 
recession. It must slash its excess 
capacity through chaebol 
restructuring if the Juggernaut is 
not going to ran itself into the 
ground. 


Manufacturers cry foul 


parts of China Not only are the 
Koreans competing more directly 
in third countries, they are also 
undercutting Chinese 
manufacturers in the domestic 
market - prompting a chorus of 
anti-dumping complaints. 

’It has taken several months 
for us to see the impact of the' 
{Asian currency] devaluations on 
trade. But it is dear now that in 
some areas we are losing out on 
price,” said one Chinese trade 
ministry official. 

Key industries such as textiles. 


shipbuilding and steel have all 
bean hit New export orders 
received by China State 
Shipbuilding Corp, the state-run 
umbrella group of shipbuilders, 
dropped by more than 50 per 
cent in the first half of the year. 

Competition from South 
Korean and Japanese 
shipbuilders was one of the main 
reasons for the decBne. Yin 
Mingrong, vice-president of the 
Dalian New Shipyard, China’s 
biggest ship maker, said the yard 
needed a 20 per cent devaluation 


in the Chinese currency to 
recoup the competitive 
advantage it has lost to South 
Korean and Japanese rivals. 

in textiles, which account for 
needy a quarter of total exports, 
competition from South Korea 
and other Asian nations is having 
a marked effect 
Xu Xfoe, deputy director of the 
China National Textile Council, 
the industry’s main policy body, 
said China's textile exports may 
register zero growth or even 
decline this year. Last year textile 


exports grew by 22 percent 
Mr Xu said Beijing suspected 
South Korean companies of 
dumping polyester but added 
that improvements in China’s 
anti-dumping procedures would 
have to be made before charges 
couid be brought 
The results of Yizheng 
Chemical, one of China’s leading 
polyester makers, indicate the 
damage from competition. The 
company reported last week an 
RME51 83.6m ($22.4m) loss in the 
first six months, compared with 
sn RMB1 13.2 m profit in the 
same period last year. 

James Kynge 
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Pangs of 
anxiety 


Perhaps Rupert Murdoch wasn’t 
thinking about China when he 
washed his hands of East and 
Wast, Chris Patten’s modest little 
volume about Asia. With the 
book set to hit the shelves next 
month, tasty morsels are stating 
to plop Into the pubGc domain; 
early indications are’ Hong 
•Kong’s feet governor will Infuriate 
’London as much as Beijing. 

“Fat Pang" doesn't pull 
punches when it comes to Hong 
Kang's new sovereign. Patten is 
for standing up to China as it 
seeks to “bully its way around 
the region". While Beijing may 
terrify its own people, he writes, 

“I see no reason why the rest of 
us should wake up in Sino-swaat 
in the middle of the night". 

More surprising, according to 
excerpts published In Hong 
Kong’s Sunday Morning Post, 
are barbs directed close to 
home. The former colony 
“deserved better of Britain", says 
Patten. Foreign secretaries Robin 
Cook and Lord Howe get at least 
the odd knock in passing for 
their handling of the handover. 
Even Hong Kong’s 
pro-democracy stalwarts and, 
latterly, some of his most 
trenchant critics -. come in for a 
few home truths. 

Aten Lee, then head of toe 
ptOrbusfness Liberal party, is 
witheringiy described as “a 
likeable man given to frequent 


changes of mind". Sounds just 
the chap for a career in politics. 

Save it 

US telecoms company Tef-Save 
just keeps on getting FIs wires 
crossed. Only a few weeks ago 
Tel-Save chairman Dan Borisiow 
said he was prepared to spend 
up to $600m buying long 
distance phone company World 
©(change; last week he admitted 
the deal was off. 

The failure came as no surprise 
to investors who have seen 

Tel- Save’s share price slide from 

$30 to In 'February the 

company hired Salomon Smith 
Barney to advise on a possible 
seU off. A number of promising 
statements by Boristow followed. 
Instead he announced that 
Tel-Save would be- making a 
$300m share buy-back - but 
staying Independent. 

Borisiow admits that toe stock, 
price would still be around $30 
"If it was not for me spoutting my 
mouth off in the press". But Wall 
Street is not pleased. “If I was 
him | would take the President 
Clinton Hne,” suggests one 
analyst “Admit to inapp ro p ri a te 
contact with other companies 
and disappear on vacation.' 

United they fall 

ft’fl take an army of sniffer-dogs 
to find the hatchets that have 
bean buried in toe run-up to 
Germany’s general election. 
Saturday’s launch of the 


opposition Social Democratic 
Party campaign was a picture of 
harmony, S PD candidate Gerhard 
Schrader appeared with party 
leader Oskar Lafontaine and 
parliamentary leader Rudolf 
Scharplrtg. Neva- mind that they 
led the party to defeat 
four years ago sniping at one 
another. 

Not to be out-done, the 
Christian Demo c r ati c Union 
yesterday put on an impressive 
display, of unity in Dortmund. 
Lothar SpSth, the chanceltor’s 
new adviser on innovation, was 
given rousing applause by a 
party afl too happy to forget that 
he plotted against Kohl In 1989. 
Kurt Blodenkopf, prime mfnister 
of Saxony, and one of Kohl’s 
least favourite colleagues for 
more than 20 years, was also 
tom to mate common cause. 

Cant wait for the 
recriminations - whichever party 


Name and shame 

Business and politics go hand in 
hand in Bangkok. Tate the case 
of Narongchai Akrasanee, the 
former Thai commerce minister 
fast week charged with allegedly 
fraudulent lending practices while 
he was chairman of General 
Finance & Securities. 

General Finance took more 
than BtlODn In emergency 
funding from the Thai 
government before being shut 
down last year. But, In theory, 
the central bank Is not supposed 


to Identity those being 
investigated. 

Narongchai says what he did - 
give tots of loans to good 
customers with orriy a smidgen 
of collateral - was "common 
practice". He points out that his 
company always passed central 
bank audits. Could it be a 
coincidence that naming 
Narongchai will hurt the new 
political party he supports, led tty 
telecommunications tycoon 
Thaksin Shinawatra? 

Central bank boss 
Chatumongo! Sonakud, a 
supporter of the ruling Democrat 
party, is staying curiously 
tight-lipped on other mattes; he 
refuses to release the names of 
politicians who owe money to toe 
failed Bangkok Bank of 
Commerce - understood to 
include a number of Democrats. 

Glasshouse ceiling 

Salomon Smith Barney boss 
Deryck Maughan was indignant 
when Goldman Sachs tried to 
poach two of his mergers and 
acquisitions stars. So indignant, 

In fact, that he called Goldman 
co-chairman Jon Corzine to 
express his displeasure. 

History does not record 
Corzine's soft-spoken reply. But 
he must have been tempted to 
point out that Maughan himself, 
a former UK Treasury official who 
started in investment banking at 
Goldman, was unable to resist 
when Salomon brothers came in 
with a better offer. 


100 years ago 

Liberal American Railways 
Passengers on the London 
suburban lines who are 
regularly packed in the 
morning and evening trains 
Gke sardines in a box will 
naturally be disposed to 
observe with envy the liberal 
allowance provided for the 
public by American railways. 
According to the New York 
“Commercial Advertiser," it Is 
estimated that there were on 
every train which ran in the 
United States in 1895 ten 
times as many seats as there 
were passengers. But 
shareholders in American 
railways will scarcely view the 
matter in the same light as 
passengers who suffer from 
overcrowefing. 

50 years ago 

European Troubles 
Europe suffers from twin 
diseases. The first is toe 
shortage of production. THs 
has given us toe dollar 
shortage. The second is the 
maladjustment of production 
as between one country and 
another. This has created the 
European payments 
difficulties. The Marshall Plan 
has been devised to 
ameliorate the first of these 
diseases, but rt has, unhappily, 
intensified the second. 
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Bank erosion 


Dumping the D-Mark when Russia 

wobbles is a favoured reflex of the foreign 

exchange market But last week the fall- 
out from Russia's turmoil was most evi- 
dent in Germany's large bank stocks - 
Deutsche and Dresdner both fell by more 
than 10 per cent Managements, of course, 
claim there is little to be worried about 
German bank lending to Russia may be 
around DM54bn, but a high portion is 
covered by the state-backed Hermes credit 
insurance scheme. The banks have also 
made substantial provisions, and anyway 
say most of the lending is to high quality 
borrowers. 

Maybe so. But that does not mean they 
are out of the woods. German banks have 
been aggressively involved in the syndi- 
cated loan market, and there is clearly a 
risk of large exposures from proprietary 
trading activities. Disastrous losses will 
have been suffered by those who erred in 
thinking that Russia was too big to Tail”. 
To be fair, it may not be the Germans who 
are at the front of this queue - more 
likely some of the more aggressive invest 
ment banks. 

Still, if losses do prove larger than Ger- 
man banks currently admit, the knock-on 
effect may be serious. If their capital is 
damaged, there is the risk of an Asian- 
style credit crunch. And if the Hermes 
scheme forces the government to absorb 
large losses, the implications for German 
public finances may invite some close 
questioning from flu flawii guardians in 
Brussels. 

Latin America 

In their rush to avoid the next Russia, 
investors have been scrambling to get out 
of Latin America, per se. But they should 
draw a distinction between the strong 
fundamentals of Argentina, Chile and 
Mexico, and the vulnerability of Vene- 
zuela and BraziL 

Venezuela looks the most precarious. It 
suffers fro m a fundamental inconsistency 
between 40 per cent annual inflation and. 
an overvalued currency, held in relatively 
rigid exchange rate bands. This has been 
cruelly exposed by a sharp drop In the 
price of oil, which accounts for 60-80 per 
cent of government revenues. A fiscal 
bole has opened up and this year's budget 
deficit is expected to reach 4J> per cent of 
GDP. While the central bank has $l4bn in 
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reserves for short-term defence of the boli- 
var, a devaluation looks odds-on. 

Brazil shares some of Venezuela’s prob- 
lems. Its budget deficit is even bigger at 
around 7 per cent of GDP and the real is 
overvalued, Qmngh less so given its slid- 
ing peg. More importantly, its deficit prob- 
lem is largely due to interest costs and a 
bloated public sector. President Cardoso 
has started to reform the latter and prom- 
ises more if he wins October's election. 
Brazil’s problem, therefore, is one of confi- 
dence. If It can use privatisation receipts 
to bridge the fiscal gap, while sharing up 
the real with $70bn of reserves. Interest 
rates should fall and help ease the deficit. 
That should avoid a devaluation. But its 
worrying level of short-term debt leaves it 
vulnerable to international jitters. 


European M&A 


Apple Computer 


Is Apple Computer starting to matter 
again? There is certainly a buzz surround- 
ing its new iMac computer, the egg- 
shaped little brother to fire Macintosh, 
which comes in a translucent green case 
with an illuminated ™nw The iMac is 
flying off OS shelves and has helped 
Apple shares to triple fids year, although 
its market capitalisation is still only Just 
back above $5bn. 

The Disc is central to Apple's revival 
under Steve Jobs, its co-founder and 
interim chief executive. Priced at $1,299 it 
is the group's attempt to re-enter the con- 
sumer segment after an absence of two 
years. Although Mr Jobs has done much 
to restore Apple to profitability, he has so 
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Europe today 

The Mediterran ean svffl bo hot and 
sunny. The Balkans and northe rn 
fraty wBi also be hot with a risk of 
thunder. A cold front will bring 
heavy ehowera and thunderstor m! 
to central France and the northern 
Alps, but northern Franca wtl be 
mostly dry and bright. The Low 
Countries, Germany and Poland 
wfl have heavy rain. Seandtnavta 
win be cool with sunshine and 
showers. 

Five-day forecast 

Most Of the Mediterranean wfll 
remain hot and sunny with 
intense heat in southern Spain. 

Tha Balkans win turn thundery 
tomorrow, North-west Europe and 
the British Isles wtt be changeable 
at first, but rising pressure should 
bring more settled weather by 
Friday. Scandinavia wi stay cool 
with a deep depression affecting 
tho south-east 
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Call for ceasefire in Congo 
after neighbours intervene 


far failed to get sales moving. Revenues 

have been on a steady decline since 1995. 

Much therefore depends on file iMac to 
pump up Apple's volumes. 

To do so It wDl have to do more than 

sell to Apple’s 10m existing Mac owners, 

which have been defecting to Wintel PCs 
at a rate of around 10 par cent a year. 
Early surveys look encouraging; appar- 
ently 15 per cent of IMac purchasers are 
first-tune computer boyars. Whether this 
momentum will be sustainable in the face 
of a flood of stib-$L000 manhingt is ques- 
tionable. And even if Apple meets the 
most optimistic sales forecasts - over 
lim In the first 12 months - its PC world 
market share will still be below 5 per 
cent Whatever the iMac’s success, Apple 
will remain a niche provider at best. 


Do takeovers create value? The latest 
answers to this old chestnut are provided 
by J.P. Morgan in two linked studies, ana- 
lysing 145 film-plus deals in Europe since 
1985. One result - that shareholders of 
target companies do well, on average 
receiving a 48 per cent premium - is not 
surprising. More interestingly, sharehold- 
ers of ac quiring rampa nitre al<yi gaine d; on 
average their investment outperformed 
their local stock market by 8 per cent in 
the three years after it»» rfnai That nacta 
doubt on a cnnrnmn belief that all the 
value created by a takeover is gobbled up 
by the target But it still suggests targets 
get the lion’s share of the spoils. 

An even more gnyp rirring - finding- is fHnt- 

acquiring companies scarcely do better 
when they pay with shares rather than 
cash. One advantage in dressing an acqui- 
sition op as a “ m erger of equals” is that 
bidders may not need to pay an explicit 
premium. That might suggest share- 
holders Would see exceptional returns 
from such deals. In fact, JJP. Morgan 
found an average outparformance of only : 
9 per cent What is the explanation? One 
theory is that the full potential is some- i 
rimM not extracted in mergers because 
they are by definition amicable. Another 

is that «wnp drain httvp only marginal 

potential for value creation in the first' 
place; managers still want to build their 
empires in those rasps but they protect 
their shareholders from value destruction 
by not paying a premium. 


! By Victor Mallet In Pretoria 
; and Hcbeta Wrong in MgaH 

Southern African states yesterday 
called for a ceasefire in Congo as 
I Angolan said Zimbabwean fighter 
I jets and troops came to the rescue of 
President Laurent Kabila's belea- 
guered forces. 

However, with Angolan and Zim- 
babwean intervention already hav- 
ing such a significant impact, 
attempts by the 14-member Southern 
African Development Community 
(SADG) to prevent the conflict from 
spreading were looking increasingly 
irrelevant, diplomats said. 

In Pretoria, President Nelson 
Mandela of South Africa convened 
an emergency me e tin g of southern 
and central African leaders tor an 
attempt to find a peaceful solution. 
However, the s ummit was marred by 
the absence of Mr Kabila, Robert 
Mugabe, president of Zimbabwe, and 
Eduardo dos Santos, president of 
Angola. 

The leaders of the SADC, joined by 
those of Kenya, Rwanda and 
Uganda, called for “an immediate 
ceasefire, a troop standstill arid the 
Initiati on of a peaceful process of 
political dialogue aimed at finding a 


solution to ail ‘file relevant 

problems.” 

Less than a day after Angolan 
troops were first reported to be pour- . 
lug into the Democratic Republic of 
Congo, rebel forces advancing on 
Kinshas a admitted the Angolan 
forces had seised the key western 
airbase of Kitona. 

But they sought to play down the 
reverse, the first big setback of their 
campaign to unseat Mr Kabila, by 
promising to counter-attack and 
claiming to bave captured. Kisan- 
gani. the diamond-rich' river port-in 
the centre of the Congo. 

“We’ve made, a tactical with- 
drawal,” said Bizitna Kara ha, the 
former foreign minister who has 
defected to the rebel side. “Kitona is 
Congo, it will remain Congo. Angola 
cannot colonise Congo.” 

The loss of Kitona, which the reb- 
els had used to fly in reinforcements 
and weapons from their strongholds 
in eastern Kivu province, destroys a 
crucial supply line and provides file 
Angolans with a convenient base 
from which their air force, one of 
Africa's best-equipped, can launch 
strikes.. 

- It also effectively traps rebel forces 
between the Atlantic coast and the 


Australian Aborigines plan 
protests over uranium ruling 


By Gwen Robinson in Sydney 

Aboriginal groups and 
environmentalists are planning pro- 
tests across Australia after falling to 
block the development of a uranium 
mine on traditional Aboriginal land 
in the Northern Terri t o r y. 

Australia’s federal court ruled last 
week that the territory's g o ver n ment 
had the right to g rant a mining lease 
at JabHuka, which lies inside a 
World Heritage-listed national park, 
to Energy Resources of Australia 
(ERA). The company Is one of Aus- 
tralia's two uranium producers. 

The ruling virtually exhausted the 
legal options -for the Mlrrar Aborigi- 
nal people in their 20-year campaign 
to block uranium mining on their 
traditional land at Jablluka, which 
contains one of the world's largest 
undeveloped u ranium deposits. 

An appeal to the High Court, Aus- 
tralia's supreme judicial authority, 
is possible but unlikely, considering 
the weight attached to decisions by 


tha federal court’s. full bench, ana- 
lysts said. - . . 

The decision also raises the pros- 
pect of Aboriginal land rights and 
other racial questions emerging as 
central issues in Australia’s next 
general election, widely expected to 
be called as early as October. 

The Mirrar group was granted cus- 
tody of the land under the 1978 Land 
Rights Act In- recent years It has 
tried to overturn an earlier agree- 
ment between one of Its former lead- 
ers, now ripari, anri mining interests. 
The group says that approval to 
mine at Jablluka was given “under 
duress”. 

The site has been politically con- 
troversial since 1982, when the con- 
servative government of Malcolm 
Fraser first approved uranium min- 
ing there. 

That decision was overturned the 
following year when the Labor gov- 
ernment of Bob Hawke introduced a 
ban on new uranium mines. The ban 
was overturned two years ago, when 




southern outskirts of th? capital, 
where Didier Mumengi, Congo's inte- 
rior minister, said Congolese , troops 
had been reinforced by Zimbabwean 
soldlere. 

President Mandela said a ceasefire 
was possible because the rebels had 
also called for a ceasefire and politi- 
cal negotiations.- “We are speaking 
the same language,” he sakL 

But the slow process of African 
diplomacy might be overtaken by 
events on the ground In Congo, espe- 
cially because Mr Mandela - is sup- 
posed to consult the Organisation of 
African Unity to work out how to 
Implement summit 's decisions. 

to Harare, a spokesman for Presi- 
! dent Mugabe dismissed the SADC 
meeting as “superfluous” while Mr 
Kabila’s spokesman said the Congo: 
lese president had “no intention of 
going anywhere”. 

That left President Pasteur Bizi: 
mungu : of Rwanda and President 
Yoweri. Museveni of Uganda, who Mr 
Kahila accuses of mast erminriing the 
rebel campaign, as the only key. 
players studying Mr Mandela's 10- 
point peace plan. 

Kab§a endgame, Page 2 
Editorial Comment, Page 11 


John Howard's conservative coali- 
tion came to power. 

After Friday’s judgment, environ- 
mentalist groups, to rinding Green- 
peace and the Wilderness Society, 
said they would step up their pro- 
tests, both at Jabfiuka and in Aus- 
tralia’s, main cities, to try to halt 
development of th e mine. 

Work is already under way in 
Jablluka so that production can 
start in 2000. 

Personalities from the arts have 
also arranged concerts and events in 
protest against the project, while 
Aboriginal groups have launched an 
international campaign. 

Campbell Anderson, managing 
director of North, a diversified min- 
ing company and majority owner of 
ERA, last week described the stand- 
off as a “tntp mlr issue”. 

“As far as we can see, Jablluka 
will stay on track and on timetable - 
and there is no reason that legal 
challenges would hold it up,” Mr 
Anderson said. 
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J Samsbury pension fund transfers 
£300m from MAM to Hermes Liberty 

The £2.5bn ($1.54bn) J Sainsbury pension fund 
has withdrawn £500m of its actively managed . 
assets from Mercury Asset Management Disc- 
ing £300m of it with Hermes liberty internal 
ttonal Pensions, an index-tracking manager The 
pension fund is seeking a bond fund manager 
for the remaining £200m. Page 14 ‘ 

Aker duo looks to new relationship 

The relationship 

between Bjorn Rune 
Gjelsten and KjeU Inge 
Rokke (left), the tong- 
time friends who head 
Aker RGl, the Norwe- 
gian industrial empire 
taking in shipbuilding, 
enevgy and seafood, 
has recently taken a 
strange turn. Mr Gjef- • 
sten last week placed - 
unprecedented curbs 
ext the investment' activities of Mr Rokke, who is 
now -to devote all Ws time and efforts to the 
conglomerate for the next five years. Page 18 

Debt caught in downward spiral 

In emerging debt markets, a fall In one coun- 
try’s debt has been met with a domino effect 
across the developing world. Unless US rates 
are eased, many fear, a Latin American reces- 
sion will hurt US equities and create a down- 
ward spiral. International Bonds, Page 16 

Domestic investors power Panama 

While other markets have stuttered. Pawns, 
buoyed by focal money, has steamed on, with 
the BVP index topping 700 points. However, 
volume was only $407 m rn the first half of this 
year - hardly the numbers to bring foreign 
investors piling in. Emerging Markets, Page 18 
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Tokyo has been threatening to intervene for the 
currency. However, its economic crisis gives • 
little reason to buy yen either. Page 20 

UK stocks. Ukeiy to boost AMP 

AMP, the Australian insuer, s today expected 
to post a net profit of A$520m-A$616m 
(US$321 m-$380m) for the first halt aided by the 
strength of the UK market where ft has signifi- 
cant Investments. Com pa nies Diary, Page 19 

Hong Kong intervention irks traders 

The Hong Kong government's Intervention in 
the stock market last Friday Irked traders. They 
say attributing far valuations has become 
almost Impossfole. Market Movers, Page 18 . 
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Boesak n fraud trial 

Allan Boesak, the South African antinapartherd 
activist, today faces 32 charges of theft and 
fraud involving foreign aid donations. 

Taiwan sateflite on launchpad 
The launch in Kourou, French Guiana, by 
Arianespoce of Taiwan’s first commercial 
satellite in a joint venture “with Singapore is 
scheduled for tomorrow. 

Gates questioned in antitrust case 
Bffl Gates of Microsoft is expected to be 
quizzed by US government lawyers on Thursday 
as part of an antitrust lawsuit. 

Gaddafi presents Castro with prize 
Libyan leader Muammar Gaddafi wM present 
Cuba's Fidel Castro with his 1998 human righte 
prize at a ceremony in Tripoli on Sunday; 
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By Roger Taylor o San Francisco 

Ciena, the US fibre optics 
company that lost nearly half 
its stock market value on 
Friday, is fighting to keep 
alive a takeover by TeHabs, 
the tele ph o n e equipment man- 
ufacturer. 

Shareholders in the two 
companies were due to 
approve the deal on Friday, 
but the votes had to he can- 
celled at the last minute after 
AT&T, the long-distance tele- 
phone company, foxed Ciena 
to say it had failed to win an 
importa nt order. 

Teliabs. is now considering 
whether to proceed with, its 
$6bn all-stock offer for a 
company that the market now 
values at little more than $3teo. 
Ciena’s shares fall 45 per cent 
to close J2Sg lower at $31V on 
Friday. Teliabs rose $5£ to 
SG2£. . 

Patrick Nettles, Ciena’s pres- 
ident and chief executive, has 
since defended the. deal, saying 
there had been no -<rigrrific*Tit 
change in the company’s finan- 
cial outlook. 

Mr Nettles said TeHabs had 
always known Ciena might not 
get the AT&T order and he did 
not believe there had been any 
material change in circum- 
stances irarier the terras of the 
agreement If that view is 
correct, Teliabs would have to 
pay a fee of $l5Qm-$20Qm to 
walk away from the deal. 

If Teliabs tried to r e n egotiate 
the deal. Mr Nettles said the 
door would be open for others 
to bid for Ciena. He said Ciena 
had been approached by 
another telephone equipment 
company before it agreed the 
deal with Teliabs. Industry 
analysts believe data network- . 





Further cuts in 
German phone 
tariffs expected 

Deutsche Telekom under pressure 


By Ralph Atkins io Bam 
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ing poinpani#««c gnr.fr as Cisco 
Systems might have an inter- 
est in buying Ciena. 

Ciena still expected to hit its 
consensus revenue forecast of 
9880m for 1999, Mr Nettles 
said, hot he would not cam- 
merit on the earnings outlook. 

When the link-up between 
Teliabs and Ciena was 
announced in June, it was 
applauded for Joining Teliabs’ 
expertise in telephone network 
management equipment with 
Ciena's wavelength diversified 
multiplexing (WDM) technol- 
ogy- 

WDM allows telephone com- 
panies to send, many different 
signals down a fibre optic line 
at the same time. The market 
for this technology is growing 
rapidly, trebling from $500m in 
1996 to $1.5bn in 1997 and 


expected to rise sharply again 
this year, according to Ryan 
Hanlon and Kent, industry 
analysts. 

AT&T, which now sends 97 
per cent of Its traffic over fibre 
optic cables, is committal to 
using WDM technology to 
increase capacity. It was 
potentially one ol Ciena's larg- 
est customers. 

Ciena has spent the last year 
working with AT&T to develop 
a 40-channel WDM machine, 
which would allow 40 mes- 
sages to be sent simulta- 
neously down a fibre optic 
cable. 

AT&T, however, said it now 
planned to test an SO-channel 
device from Lucent Technolo- 
gies. Lucent, a division of 
AT&T before it was spun off as 
a separate company two years 


ago, is the market leader in 
WDM technology. It offers a 
broader product range than 
Ciena, combining telephone 
and data network management 
tools together with multiplex- 
ing devices. . 

The Ciena-Tellabs deal was 
vulnerable even before AT&T’s 
announcement. Two weeks 
ago, both companies’ share 
prices fell after Ciena issued a 
profits warning saying it had 
had to accept discounts from 
one of its main customers. 

Ciena said it needed to 
expand its customer base to 
achieve greater financial sta- 
bility. Last year almost all its 
revenues came from two com- 
panies, Sprint and WorldCom. 
Ciena, however, now says that 
even without AT&T it will 
quickly gain new business. 


Germany’s telephone price war 
is escalating. New competitors 
to Deutsche Telekom are 
expected in the next few days 
to unveil tariff rates pitched at 
snatching significant market 
shares from the former monop- 
oly carrier. 

The latest announcements, 
on top of price cuts already in 
the pipeline, will underline a 
significant shift towards cut- 
price telephony, particularly in 
the mobile telephone market. 
Competition is fierce, with 
more than 120 telephone 
companies in operation. 

to the fixed-net market, DQs- 
seldorf-based o.teLo is expec- 
ted to unveil substantia] price 
cuts with effect from Septem- 
ber l, aimed particularly at 
private customers telephoning 
at weekends or evenings. 

A joint venture between the 
powerful Veba and RWE 
energy and industrial conglom- 
erates, o.tel.0. has trailed 
behind other competitors in 
the private customer sector 
since the German telecoms 
market was fully liberalised on 
January L 

Last week. Munich-based 
Viag Interkom announced 
price cuts of up to a third for 
its fixed-net service which, it 
said. "leaves us looking very 
favourable in comparison with 
the rest of the sector”. Viag 
Interkom is a joint venture 
between British Telecommuni- 
cations. the Viag industrial 


group and TWenor of Norway. 
Viag Interkom will announce 
on Wednesday tariffs for Its 
new mobile telephone service, 
focused initially on eight 
metropolitan areas and due to 
be launched on October 1. 

Price competition in the 
mobile sector has been fuelled 
by Deutsche Telekom’s efforts 
this summer to strengthen Its 
Dl mobile service in the face 
of stiff competition from the 
rival D2 digital service oper- 
ated by Mannesman!!, the 
industrial conglomerate. 

In June, Deutsche Telekom’s 
mobile telephone subsidiary 
said it wanted to "open the 
door for the moss market" 
with a -local" tariff rate, cut- 
ting by up to 64 per cent the 
cost of calls to a specified area. 
In response. Mannesmann D2 
said some of its rates would 
fall by up to 30 per cent. 

Last week E-Plus, the mobile 
telephone sister company to 
o.teL.0, announced price cuts of 
up to 67 per bent for specified 
calls. Deutsche Telekom is 
considering further tariff 
reductions for later this year 
in fixed-net as well as mobile 
services. A statement about 
the likely scale could come as 
early as this week. 

But Deutsche Telekom says 
it is also lodking to hold 
customers by offering better 
quality products and service. 
Mannesmann Arcor. the fixed- 
line business operated by Man- 
nesmann, said it was "observ- 
ing the market" closely. 


Nomura to buy UK property services company 

^rc^nM . .. . Japanese investment bank hopes to capitalise on trend towards outsourcing 


By Norma Cobee, 

Property Correspondent 

Nomura, the Japanese 
investment brink, is to acquire 

fire UK faciliti es mana gimiwrt 
bumness of Turner & Town-: 
send Group, the construction 
company. . 

The bank hopes to capitalise 
on what it predicts wlll.be an 
important trend among UK 
companies - the outsourcing 
or property ownership and 
management. * 

Nomura’s Principal Finance 
Group, headed by Guy Hands, 
is to pay £4£m ($7.4m) for the 
unit, around which it plans to 
build Servus Facilities 
Management Servus wfll offer 
to buy, manage and redevelop 


corporate p roperties- Nomura 
has already carved out a niche 
in taking property assets off 
corporate balance sheets. It 
owns about *13tm of assets in 
.the UK, having bought the 
Inntreprenenr Inns pubs chain, 
the Ministry of Defence’s . 
married housing stock and the 
betting shops of bookmakers 
W iiftam Hip within the past 
two years. 

But its latest move goes well 
beyond simply helping compa- 
nies take assets off their bal- 
ance sheets in order to rede- 
ploy capital. Servus will take 
on responsibility for all 
aspects of buDding manage- 


ment, from mtrtutp-iymcp- and 
security to redevelopment. 
Property assets represented 44 
per cent of aggr egate net book . 
.value of the top FTSE 100 com- 
panies, according to a recent 
analysis by property consul- 
tants Healey & Baker. For sec- 
tors such as retailing and 
banking, the percentage of net 
book value represented by 
property assets exceeded 80 
per cant 

Mr Hands said OK compa- 
nies were beginning to realise 
they no longer needed to take 
on. the risks of awning and 
managing their property. 
“Now companies can get on 


with their mwfa business," he 
added. "These companies are 
not in the property business. 
Now we can offer the intelli- 
gent money solution to prop- 
erty." 

The catalyst for the move 
was the decision last year by 
the Department of Social Secu- 
rity to sell its estate of 700 
properties to Trillium, a con- 
sortium led by the US invest- 
ment bank Goldman Sachs, 
-and also to contract to Tril- 
lium the management of the 
facilities it continues to 
occupy. Payment levels depend 
on meeting strict standards of 
client sendee. The DSS con- 


tract has attracted interest 
from the private sector, and 
Trillium has said it intends to 
sell its services to UK compa- 
nies. Trillium was the genesis 
of Servus." Mr Hands said. 

Nomura was an unsuccess- 
ful bidder for the DSS estate, 
and Mr Hands added that its 
bid failed because it did not 
have a facilities management 
capability within its consor- 
tium. 

Servus wfll have about 100 
staff - mostly consultants, 
managers and engineers. Its 
subcontractors will retain the 
existing maintenance staff of 
those companies whose build- 


ings it acquires. Michael MecQl- 
cott, managing director of 
Servus. expects the group to 
announce its first deal in a few 
months, and that the UK bank- 
ing sector is a prime target 
Separately, Nomura is 
understood to have retained 
investment bank Warburg 
Dill an Read to advise on the 
planned flotation of William 
ffifl in the first half of 1999. 
The chain, purchased last year 
for CTOOm, is expected to be 
valued at £900m to £l.lbu, 
including about £400m in debt 
Nomura is also seeking a 
refinancing of its 4,000 Entre- 
preneur pubs, mostly likely 
through an asset-backed secur- 
itisation. The deal is currently 
financed with bank debt. 
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Bring on the bureaucrats 



Stockbrokers must be rubbing 
their hands with glee. World 
equity markets may have 
suffered a wobble in recent 
weeks but a new breed of 
investor has emerged blinking 
into tiie limelight national 
gov e rn ments. - 
The Hong Kong Monetary 
Authority Ins stepped in to 
support the focal stock market 
and there is talk that the - 
Malaysian government will 
follow suit. Hardpressed 
equity- salesmen now have a 
new option when times are . 
hard: a quick pbooe call to the 
nearest bureaucrat 
In the foreign exchange 
markets, government 
interventions are 10-a-yen. 
Their mixed record has led to 

.a couple of golden .roles: .better 

for several central banks to . 
intervene than just one. and’ 
better to intervene with the 
market than against it 
In western countries, direct 
intervention in stock, markets 
is less common (although 
some harbour suspicions that . 
the US Federal Reserve 
organised a support operation 
. in October last year). The 
private sector has usually 
taken the initiative, 

- Tinkering with toe market is 
tempting Equity markets tend 
to be much less liquid than 
foreign exchange markets and 
thus intervention gets more 
han g for the buck; the Hong 
Kong stock market, for 
example, rallied 9 per cent oh 
August 14 and another 6, per 
cent last Wednesday. 

But this short-term effect is 
1 regarded with some smpidan 
I by the free market school; ' 


which raises a series of 
objections. 

Bureaucrats and politicians 
are unlikely to be better judges 
of share price levels than the 
markets themselves. When 
governments own stockB In 
private companies, they create 
potential conflicts of interest 
for regulators. And markets 
cease to be transparent when . 
the government is taking part. 

The long-running 
-programme of support 
organised by the Japanese 
government - the so-called 
Price Keeping Operation - 
raises other issues. The - 
Japanese used the Post Office 
Ufa insurance funds, the postal 
savings system and state 
pension funds to support the 
market 

One obvious objection to the 

scheme was that it might have 
been preferable to the long run 
to let same weak banks faff 
and get the whole mess sorted 
out several years ago. Another 
Is that the potential 
beneficiaries of the Japanese 
I funds - policyholders, 
pensioners aid the like - were, 
adversely affected because 

1 managers had motives other 
; than maxhmsing returns. 

Whax are the justifications 
for such schemes? One could 
be that share prices have 
ceased to reflect fundamentals, 
either because of some market 
failure or because prices are 
befog manipulated (the 
standard "wicked speculator". 1 
defence). ’ j 

This defence is ea s i e r to use 
in foreign exchange markets 
since an overvalued or . ■ 
undervalued currency can 


have significant, and 
immediate, economic 
consequences. The economy's 
links to the stock market are 
rather less direct this 
rationale' would also suggest 
that the authorities should 
step in when markets are 
overpriced. Nice in theory, but 
a sure-fire vote loser. 

A second justification is that 
the markets are in such 
turmoil that authorities are 
stepping to to correct a 
“disorderly market", rather 
akin to the US Federal 
Reserve’s willingness to 
.provide liquidity to the system 
at the time of the stock market 
crash of 1987, 

Arguably, investors can 
afford to be relaxed about 
intervention schema!: Markets 
will become less efficient, 
since one significant player 
(the financial authorities) will 
I not have a profft-maxtengfog 
motive. That should create 
1 profitable opportunities for 
private sector investors; after 
all, it seems unlikely that 
1 authorities will pore over 
research notes and annual 

accounts to pick' out the most 
attractive stocks. And 
sometimes, just like central 
banks when they sling good 
money after bad to support an 
exchange rate, they will be the 
“sucker buyer". 

Even when the authorities 
prove astute, and buy shares 
when the market is 
undervalued, that is good news 
as well It puts a floor under 
the market, giving investors a 
free put option at taxpayers' 
expense. Wonderful things, 
governments. 


EMPRESA BANDBRANTE DE ENERGIA SJV. 

C.G.C. 02^02.100/0001-06 

STATE PRIVATIZATION PROGRAM EXECUTIVE COUNCIL 
CALL FOR BIDS # 001/98 

EBE — EMPRESA BANDBRANTE DE ENERGIA S.A. 
NOMINAL ORDINARY SHARE SALE 

The State of Sfio Paulo, in accordance with Regulation No. 9,361 of July 5, 1996, on 
behalf of ttsatf and the erther seHmg shareholders, as well as EBE-Empresa Bandeirarte de 
Eneigia SLA., announces the sale conditions of its 11,010,661,268 (eleven billion, ten 
mlffion, six hundred and sixty-one thousand, two hundred and sixty- el#H) nominal ordinary 
shares at a minimum price of RS92.14 (ninety-two reals and fourteen cents) per 1,000 (one 
thousand) shares, as part of the privatization process of the Company. 

The procedures for the share sale wBl be regulated by the contents of the Can For Bids and 
its annexes, by the Bovespa's Instruction Manual and by the considerations of the State 
Privatization Program Executive Council. 

Copies of the Call for Bids document and its annexes may be obtained starting at 
10.1)0 am on 03/21/98 until 08/31/98 at the addresses listed below, during the hours 
indcated, through proof of deposit of RS200.00 (two hundred Reals) kite Banespe account 
No. 31 9-55-00081 3-9. 

EBE-Empresa Bandekante de Eneigia S A 
Privatization Committee 

Av. Alfredo Egfcfiode Souza Aranha 100, 10th floor. Block C. SSo Paulo/SP 
Office Hours: 8h30 to 12h00 and 14:00 h to 1&30 h 
Telephone: (011) 534-3913 and Fax: (011) 534-3921 


BOVESPA 

BO VESPA tafotmafion Center-CIB 
Rua XV de Novembro, 275, 5th floor 
SSoPautofSP 

Office Hours; 09:00 h to 18:00 h 
Telephone: (011) 233-2178 and 233-2261 


BOVESPA-Rio de Janeiro office 
Rua 7 de Setembro, 71, 21st floor 
Rio de Janelrc/RJ 
Office Hours: 09^X) h to 18:00 h 
Telephone: (021) 532-4616 


BANDBRANTE 
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INVESTMENT WITHDRAWAL FROM MERCURY ASSET MANAGEMENT MADE TO REDUCE EXPOSURE TO ANY SINGLE MANAGER 


J Sainsbury pension fund switches £500m 


By Norma Cohen 


The £2.5bn ($4.l2bn) J 
Sainsbury pension bind has 
withdrawn £500m of its 
actively managed assets 
from Mercury Asset Manage- 
ment, placing £300m of it 
with an index-tracking man- 
ager, Hermes Liberty Inter- 
national Pensions. 

The supermarket group's 
pension fund is seeking a 
bond fond manager for the 
remaining doom. Some £lbn 
of the Sainsbury pension 


fond is still managed by 
MAM, which Is owned by 
Merrill Lynch, the US invest- 
ment bank. 

The Sainsbury fund’s 
move is part of the growing 
attractiveness of the invest- 
ment style known as index- 
tracking, or “passive" man- 
agement, given the inability 
of leading “active” managers 
to equal the returns of the 
key UK stock indices last 
year. 

MAM. and other active 
managers, typically take on 


“balanced" mandates. They 
not only pick shares they 
expect to outperform, but 
also decide the percentage to 
be invested in equities, 
bonds or Index-track- 
ers build a basket of securi- 
ties which mimics the per- 
formance of an index such as 
the FTSE All -Share. The 
UK’s largest active fund 
management groups failed to 

heat the Indices last year. 
For several, the trend has 
continued Into 1998. 

A recent study by research 


firm Citywatch into the per- 
centage of the UK stock mar- 
ket owned by leading fond 
managers showed that 
index-trackers have gained 
considerable market share in 
the UK in foe past year. 

Geoff Pearson, pensions 
manager at Sainsbury, said 
the shift to Hennas Liberty’ 
was prompted largely by a 
trustees' decision to reduce 
exposure to any single man- 
ager. 

"The J Sainsbury pension 
fond is at foe forefront of 


good practice in the UK and 
we woe' concerned about the 
dominance of a few major 
players in the UK index 
tracking market,” Mr Fear- 
son said. 

“We have had very good 
long-term performance from 
MAM, but in recent years, 
their UK equities p erf or-, 
mance has been below ' 
expectations.” . 

Salisbury's already .has. 
about £90Qm in an index- 
tracking fond managed by • 

Legal & General, the UK life 


Computer bugs 
spoil Morgan 
Stanley’s spree 


By James Mackintosh 


The new UK retail asset 
management arm of Morgan 
Stanley Dean Witter, the US 
investment bank, has found 
serious problems in foe com- 
puter systems of all the UK 
fond managers it has looked 
at and rejected as acquisi- 
tion targets. 

Morgan Stanley -Asset 
Management last week 
revealed it had attracted less 
fo-m ram f£L3m) in assets 
from a five-week advertising 
spree and said It was pre- 
pared to buy assets through 
acquisitions of small fond 
managers. 

It warned that many UK 
retail fund managers were 
not prepared for the year 
2000 date change and the 
introduction of the euro, and 
will struggle to launch indi- 
vidual savings accounts, foe 
planned replacement tor per- 
sonal equity plans, on time 
in April next year. 

This focusing of computer 
budgets on urgent problems 
could also delay foe move to 
open-ended investment com- 
panies, the replacement far 
unit trusts, it said. 

Richard Brereton, execu- 
tive director of the European 
operation of Morgan Stanley 
Asset Management, said the 
company was about to offer 
a personal equity plan. 

It la unch ed without hav- 
ing a PEP on offer, which 
many in the industry regard 
as an essential marketing 
tool 


Mr Brereton Insisted he 
was not unhappy with foe 
level of sales of its 
open-ended investment com- 
pany so for. 

“We are in this country for 
the long haul." he said. 
“Morgan Stanley has deep 
pockets and we can afford to 
build our brand slowly. But 
in the long term we will be 
here and we are going to be 
big." 

Morgan Stanley, which is 
running a multi-million 
pound advertising camp aign, 
is not actively searching for 
fond managers to buy and 
has no set budget tor acqui- 
sitions. 

But Mr Brereton said: "If 
fund management compa- 
nies are up for sale and they 
want to give me a call, I will 
pick up the phone." 

“We are listening, but we 
are relaxed." 

Morgan Stanley has looked 
at several fund manag e** in 
the UK that were for sale 
t his year. All had. problems 
with computer systems, | 
although Mr Brereton 
refused to nam e them 

He said smaller fond man- 
agers were struggling to i 
bring their systems up to | 
date in time tor next year's i 
individual savings account, ' 
while preparing for 
open-ended investment com- I 
panics, the European single 
currency and working to fix 
the "millennium bug”, the 
inability of older computer 
systems to recoguise dates 
after 1999. 



Reed sells £33m 


arm to Octopus 


Ifldnef Peel 


Derek Freeman, chief executive of Octopus Publishing 


Reed Elsevier, the 
Anglo-Dutch publishing 
group, has sold its illus- 
trated books division for 
£33m ($54_5m) to a manage- 
ment buy-out team backed 
by Klein wort Benson Devel- 
opment Capital 

Octopus Pub lishing Group, 
the new company formed, for 
foe buy-out, consists of six 
Reed businesses with annual 
turnover of £4&m, 240 
employees. 500 authors and 
2,000 titles, including Marks 
and Spencer Cook Books. 
Ordnance Survey Maps and 
The Joy of Sex . 

The sale represents the 
conclusion of Reed’s strategy 
of dis posing of its consumer 
publishing to concentrate on 
scientific, professional and 
business publishing and 
information provision. 


Derek Freeman, chief exec- 
utive of Octopus Publishing 
Group, said the businesses 
constituted one of the stron- 
gest groupings of illustrated 
book publishers in the 
world. “We intend to develop 
our .brands and build sales in 
traditional grid newly emend- 
ing distribution channels," 
he said. 

The illustrated books divi- 
sion was the last remaining 
part of Reed Consumer 
Books, which was made up 
of businesses Reed obtained 
as part of its £535m acquisi- 
tion of the original Octopus 
Publishing Group in 1987. 

Reed Elsevier has raised 
between £56m and £66m 
from the sales of parts of foe 
consumer bookB division 
including - the rights to 
Thomas the Tank Engine, 
the children’s book charac- 
ter. • 


Veos seeks $20m from flotation 


By Mcbsel Peel 


Veos, the US distributor iff 
contraceptive, conception 
and drug delivery products, 
intends to raise between 
S20m (£l2.imj and $3Gm by 
floating on Easdaq, foe pan- 
European stock exchange. 

The proceeds of the issue 
will be used to finance foe 
launch of its Oves contracep- 
tive cap into France, foe UK 
and Germany, and to fond 
two research and develop- 
ment programmes connected 
with the product The fund- 
ing is expected to take it 


through to profitability In 

2000. 

Veos is also seeking US 
Food and Drug Administra- 
tion approval for the product 
which it hopes to . secure by 
foe end of next year. 

Veos said its device had 
Significant advantages over 
other existing forms of cap 
and most other forms of con- 
traception. The Oves device 
had achieved 98 per cent 
effective n ess in initial clini- 
cal trials, compared with 92 
per cent for traditional cervi- 
cal caps. The company 
claims the Oves cap, which 


is made of silicone, does not 
suffer from problems of die- 
lodgement, odour and 
allergy associated with con- 
ventional latex-made prod- 
ucts. 

It is developing modified 
designs of the cap to be used - 
in drug delivery and as an 
aid to conception. 

Veos is initially targetting 
women using some farm of 
barrier method conception, 
and expects 711000 users in 
Europe by the end df 1999.-' 
The company says barrier 
methods controlled by 
women are estimated to 


account for about 2 per emit 
of a $10bn global market for 
product based contraception. 

If began selling foe cap in 
Francs earlier this year » nd 
will launch the deviiro in the ' 
UK this month. The product 
will be distributed in the UK 
through FP Sales, a distribu- 
tor owned by the Family 
Planning Association. 

The company expects 
share dealings to start in 
October. Beeson Gregory is 
lead manager end Banque 
Nationals de Paris, HypoVer- 
emsbank and KBC Securities 
are co-managers. 
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No FT. no comment. 


C OMMENT I 

Siebe 


insurer. According to .Cfty- 
watefi, Legal' & General has 
Jumped to fourth largest UK ' 
pension fund manager from, 
seventh place the year 
before, mostly an the growth 
In. its passively managed 
ftmds. 

Mr Pearson said the pen- 
sion scheme decided not to 
place additional ftmds with 
L&G, partly out of a desire 

for manager diversification, | 

but also because It was able 
to secure attractive terms 
from Hermes Liberty. 


Water competition 

The prospect of competition seeping into the water industry 
- fonnirt not hold any horrors far foe sector. Some companies 
would benefit, others would lose. The big issue is access fo 
foe pipeline system. Without this, choosing a new suppher 
win still be limited to hig organisations near water company 
borders. Of course, the ability to levy access charges would 
partly offset a company's loss of profit from losing custom- 
er in its catchment area. But it might have to mend leaks 
more rapidly: foe supplier will not want to pay for water 
wasted in transit 

• -aere would no doubt be disputes over charges, raising 
the thorny question of whether higher, prices could be levied 
for delivery to l w« accessible places. Add in quality issues 
and it becomes clear that hot competition Is a long way off. 
But it still creates an opportunity tor the most efficient 


NEWS DIGEST 


BUILDING MATERIALS 


Wolseley shines out 
in RMC Group auction 


Wbfseley, The plumbing and builders’ merchant is 
understood to be the most likely winner of the auction of 
RMC Group’s Hall & Co building materials business. 

It is thought Woteeisy might have to pay more than 
FI OOm for the business, which analysts see as lying out- 
side RMC’s core activities in concrete, cement and aggre- 


RMC would not comment directly on the disposal of Hall 
when tbs decision to dispose of the business was 
reported in May. Potential bidders were understood to 
have signed confidentiality agreements giving them access 
to the accounts of Hall as a first step towards an auction. 

Other interested parties in the auction were thought to 
include Graham Group, the building products chain spun 
out of B7R, and Travis Perkins. 

RMC does not disclose separate figures for Hall, which 
has 97 branches and specialises in low-margin heavysJde 
buBding products, such as concrete blocks and cement 
Analysts estimate its sales at about £M80m. 

Analysts predict a round of consolidation In builders’ 
merchanting, driven by two factors - strong competition to 
supply at the lowest price and the need to invest heavily in 
technology. 

Last autumn Meyer bought Harcros. the building mer- 
chants division of Harrisons & Crosfiokf £3l8m. The trans- 
action made Meyer, which also owns Jewson, the UK’s 
biggest building merchant Michael Peel 


FUND MANAGEMENT 


F&C invests in freight MB0 


Foreign & Colonial Ventures has invested £5.8m of man- 
aged funds in the £12.4m management buy-out of Coun- 
trywide Freight, the Independent express parcels delivery 
sendee. In 1997, Countrywide produced operating profits 
ofEIBm on sales of £l3.2m. 

Themaiagemwit buy-out team Is led by John Forsyth, 
vmo has been with the company since It was formed in 
1976- 


VEHICLES 


Henfys merger offer extended 


I! ^ WnPfiBMng Mayflower for control of 
SS£.^l£fr2 ,a ^ sfe i naker ’ b® 8 received acceptances 
SSWrwS D ^ US shares, representing atoutSaTper 
S** * share capital. Hentys' rm^jer offer has 

been extended until September 3. 


yV The Royal Bank 

of Scotland Group pic 





When Siebe shook the engi- - ...... ... . .,r y 

nearing sector in early June ., V* . 

With its warning of worsen- 

ing world markets, It was ■ . • . - , 

supposed to prove relatively ■ « . T.? . 

resilient Instead its shares — I LI 

have sank 40 per cent from . 1 jjU, jM I 

their peak. The bearish pot W 

has been stirred by Deutsche . r TJ If HIK 

Morgan Grenfell’s sceptical 12 o *J- — 

note about Siebe’s account- JN l \ 

ing. As the company has not 110. — J- — : L 

changed its polities, it is foe r - - f -- 

spreading scepticism that is- - -- TOO — |-_. 

. new. Does Siebe deserve this? ; p , < i f l 

Only partly: its profits this 1 ,oas - 

year arid next should still be . . ,. - 198S , - ™ w 
nmnrtg the more buoyant of .wtW****.'. 

the sector. The management . on 

has acted promptly to redua ^ 

marten improvement at a swathe of w«»»dianM. 
^Stw^pects of foe company do deserve ftufo» smh 
tiny. The first is the way it portrays tetef as an organic 
^wth stock. Even Siebe admits th at jt ft Sjt fojrd 
its 10 per cent organic sales growth target lastyear, 
was before its markets worsened. More ™pw^3t^howIte 
accraisttions - £L3bn of them since the start of 1997 turn 

out At firet sight Itonlyhastoposh operating 

to 11-12 per cent to achieve a 10 per cent post-tax return. Bte 
how well will acquisitions like APV respemd to tr^tmen J, 
and how much additional investment is being put In. A 
1998-99 priceeaznings ratio of 13 is undemanding, but ques- 
tions about Siebe's longer-term growth will not go away. 
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An historic name for 
a new trading company: 
Buhrmann. 



from now on, KNP BT will be known as Buhrmann. 

: Yec this new name is much more than, a cosmetic 
change. It was preceded by a thorough process of 
strategic reorientation. That led to a pure trading 
company focussing on the printing and office 
market. Business-co-business. With the marketing, 
distribution, services and advanced logistics asso- 
ciated with that. And no production anymore. 

Ttes new . Buhrmann is active in 20 countries, 

. . P r ^ icuJarl y “ and the.USAind has rales of ' 
over USD 6 billion and' a payroll of some 14,000 
.employees. Our dozens of subsidiaries all take a ■ 
•leading position in dieir. respective markets. 
BuHnnann’s goal is to . double its sales within the 
next. five years. That is not an unrealistic target, 
bearing in mind our considerable organic growth 
over the years. 


What is more, our strong financial position allows 
room for acquisitions which will in turn contribute 


to a substantial growth in sales and profits. 

To sum up, Buhrmann 'is working hard on a future 
with promising perspectives. You’ll see. 



Buhrmann 


The trading company that’s on the right track. 



BuKnnann’i major operating coonpanles tnciuder BT Office ProdiKat'incematioiuJ (USAj Anuria, Netherlands Germany, Sweden, U1C), InlbTrwhicis Eura iB.l l • 

Co mpu Train (Belgium, France, Nether lands, UK), PapcrNer, Wcnprftsent (Aunriti), Epacar, Pfomin (Belgium). (W (Cfcch Reraihlle) Mi ’ ^ iw . T Spabv ^ Grou ^ AIIiura (France, Italy, Spin) 
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INTERNATIONAL BONDS DEVELOPING COUNTRIES' DEBT HAS BEEN CAUGHT IN A DOWNWARD SPIRAL . 


Swissair 


Domino effect hits emerging markets parent 


By Simon Davies, 

Capital Markets Editor 

The great investment maxim 
of the US bull market, "buy 
on the dips”, has found its 
reverse in emerging debt 
markets, where a decline in 
one country’s debt has been 
met with a domino effect 
that has swept across the 
developing world. 

First it was the Asian cri- 
sis of late last year, which 
pushed the risk premium on 
developing-country debt sig- 
nificantly higher- But at that 
stage, investors could take 
consolation from the fact 
that there had never been an 
actual default on an emerg- 
ing market sovereign bond. 

Russia has changed all 
that, and the yield spread on 
emerging market bonds - 
the additional yield over US 
Treasury bonds - has 
increased from 3.6 per cent 
to 11 per cent over the last 
year, with a 3 percentage 
point increase in just the 
last week. To put this in per- 
spective, the increase in the 
yield of emerging market 
bonds in the last week is 
equivalent to most of the 
entire yield on German gov- 
ernment bonds. 

As one US investment 
banker said: “Investors had 
taken the view that Russia 
was too nuclear to be 
allowed to foil, so they didn't 
sell an the way down. Now, 


any Investment positions 
that are in profit are being 
sold to cover losses else- 
where. The winners are 
becoming losers, and there Is 
no point in looking for value 
now." 

The problem for investors, 
is that the finawM.ii markets 
have made the latest crisis a 
self-fUIfllling prophecy. By 
pushing up the borrowing 

costs of developing coun- 
tries, due to the sudden loss 
of confidence, the markets 
are being rapidly propelled 
towards recession, particu- 
larly in the more indebted 
Latin American economies. 
And that in turn increases 
the credit risk, and therefore 
the yield that Investors 
require to buy those coun- 
tries’ bonds. 

Moreover, there also is the 
impact on commodity prices 
of the Asian crisis. This has 
had a marked effect on the 
price of oil, which has in 
turn hurt a number of devel- 
oping economies, such as 
Russia, Mexico and Vene- 
zuela. 

Of course, there is a price 
for everything, and the “buy 
on the dips” maxim must 
eventually carry some 
weight. Russian Prin bonds 
are currently trading at only 
18 cents in the dollar, having 
been worth more than so 
cents just a month ago. This 
implies extraordinarily bleak 
assumptions about the out- 


Aker friends seek 
a good working 
relationship 

The Norwegian conglomerate’s chairman has 
had unprecktented curbs placed on his 
investment activities, writes Valeria Skold 


T hirty years ago. school- 
boys Bjorn Rune Gjel- 
sten and Kjell Inge 
Rokke showed up with their 
fathers at a track-and-field 
competition in the Norwe- 
gian town of Molde. 

Mr Gjelsten, then 10, did 
not realise it, but he had just 
begun a friendship which 
would lead to the develop- 
ment of an NKr8bn 
-NKrlObn ($lbn-Sl.3bn) 
industrial empire encom- 
passing concrete, shipbuild- 
ing. energy and seafood It is 
now known as Aker RGI and 
is headed by Mr Gjelsten as 
chief executive with Mr 
Rokke as chairman. 

The two forged Aker RGI 
in March 1996 when RGI, pri- 
marily owned by the two, 
increased its stake in Aker 
to 30 per cent. Mr Rokke 
became a director of Aker, 
which later bought 40 per 
cent of Maritime Group, the 
Norwegian oil service com- 
pany. Over the next few 
months. Mr Gjelsten was 
elected chairman; Aker Oil 
and Gas technology merged 
to form Aker Maritime ASA; 
and by November 1996 the 
Aker and RGI boards 
approved a merger oE the 
two companies with Mr Gjel- 
sten at the helm. 

“We were told how tough 
this industry had been and 
wo knew very little about 
it," Mr Gjelsten says, recall- 
ing how he choked on his 


coffee when he received the 
news. “We were not pre- 
pared to spend NKriJOOm- 
NKr400m without under- 
standing what it was. But we 
have made a lot of money 
from a thing we almost dis- 
agreed on to start with." 

However, the duo’s rela- 
tionship has since taken a 
strange turn. Mr Gjelsten 
last week agreed to pay 
NKrl.67bn to buy out. the 
investment assets of TRG, 
his long-time friend's private 
holding company. Those 
assets include interests in 
Wimbledon, the UK football 
club, a big stake in Store- 
brand, the Norwegian 
Insurer, and control of 
Gefion, the investment com- 
pany boasting real estate in 
Denmark and Gibraltar. 

There was just one hitch: 
Mr Rokke had to make a 
commitment no other chair- 
man is subject to in Norwe- 
gian industry. The Norwe- 
gian entrepreneur, who 
became majority shareholder 
in Aker RGI earlier this 
month, is required to devote 
all his time and efforts to the 
conglomerate for the next 
five years. Furthermore, he 
has given an undertaking to 
be an “active c ha i rman “ and 
hold only passive invest- 
ments in outside companies. 

Why did a childhood 
friend impose an unprece- 
dented investment restric- 
tion on one of Norway’s 


come of any debt restructur- 
ing agreements. 

Richard Gray, emerging 
markets strategist at Bank 
of America, said: “Unless 
there is an actual default, 
Russia and Venezuela can- 
not go much lower. But 
there Is a flight to quality 
around the world, and the 
other emerging markets are 
now getting dragged down.” 

And emerging market 
debt, as an overall asset 
class, still- looks pretty 
expensive when compared 
with the last comparable cri- 
sis, the so-called “tequila cri- 
sis' of late 1994. 

According to JJP. Morgan, 
the average yield spread 
against US Treasuries in Its 
pm urg in g markets bond uni- 
verse, is currently 11 per 
cent This has doubled since 
the start of the year, but in 
1995 it hit 19.24 per cent. 
Also, the current financial 
crisis looks more widespread 
and deep-rooted than the 
Mexican-inspired collapse. 
Even in the year after the 
teqoila crisis subsided, 
emerging market debt 
spreads remained in a range 
of 11 to 13 per cent. 

Tim Bond, interest rate 
strategist at Barclays Capi- 
tal, said: “I am bearish on 
developing country debt 
until we see the [US’s Fed- 
eral Reserve] cutting interest 
rates. Global reflation is the 
only cure.” 


10-year benchmark bond yields 
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The fear is that without 
any easing of US rates, a 
recession in Latin America, 
will hurt the US stock mar- 
ket, affecting US consumer 
demand for Latin American 
products, and creating a 
vicious downward spiral. 

A US interest rate cut 
might reverse this trend, and 
the US government bond 
mar ket is be ginning to sug- 
gest that this might happen, 
but it is probably still some 
way off. 

A Middle Bast crisis would 
probably help out as welL It 
might do little for investors’ 
risk appetites, but it would 


lead to a rebound in the oil 
price and thereby lessen the 
credit crunch in big oil prod- 
ucing' nations such as Russia 
and Venezuela. 

Moreover, at times of blan- 
ket market declines, there 
tends to to be substantial 
value available for the brave 
or foolhardy. 

However, with traditional 
fund managers keeping shy 
of exotic debt and hedge 
funds retreating, there is an 
enormous weight of selling 
pressure, so any value seek- 
ers wfll require an extremely 
long-term view, and nerves 
of steel. - 



Bjorn Rune Gjelsten: requires his friend Kjell Inge Rokke to be ‘active’ chairman Samfoto 


highest-proflle investors, 
who recently made Forbes 
list of potential billionaires? 

Mr Gjelsten said the 
unusual agreement was trig- 
gered by Mr Rokke's bid for 
majority control of Aker RGI 
earlier this summer. Follow- 
ing that move, the chief 
executive told Mr Rokke: 
“Now we need to clarify the 
roles and you need to start 
focusing on where your 
investments axe. But it was 
only a matter of time before 
this would have and should 
have happened.” 

However, the ambiguity 
dates back even further. 
International investors, espe- 
cially those from the US, 
were confused when they 
saw Mr Rokke take a detour 
into Storebrand, Gefion and 
other projects. Mr Gjelsten 
said he was relaxed when Mr 
Rokke made these invest- 
ments, but it took six 


months to realise it was con- 
fusing to shareholders and a 
problem for the company. 
That resulted in what is now 
commonly refers to in the 
Norwegian stock market as 
the 20 per cent Rokke dis- 
count, which has dragged 
Aker RGI's share prices 
below its net asset value. 

D espite the embargo on 
Mr Rokke’s free-wheel- 
ing investments, the 
two remain friends, Mr Gjel- 
sten says. And Aker RGI will 
“make a killing off the [TRG] 
deal”. 

The company bought 4.5m 
-shares in Storebrand from 
TRG at NKr58 apiece - at no 
premium to the market 
price. It paid NKrG68m for 
Gefion with “huge discounts 
on the private and commer- 
cial loans”. It paid NKr90 a 
share for Mr Rokke's stake 
in Wyndmore NV, which 


owns 80 per cent of the hold- 
ing company of Wimbledon 
football dob. That compares 
with the pricing for a private 
placement less than a year 
ago of NKrl26. 

In addition, Aker RGI 
obtained a NKrsOm discount, 
bringing the total purchase 
price to NKrl.0l3bn before 
taking into account a for- 
ward contract on 9.6m Store- 
brand shares. 

“It’s an unusual require- 
ment," Mr Gjelsten admits, 
referring to the company's 
decision to debar Mr Rokke 
from his usual role as 
acquisitive entrepreneur. “I 
wouldn’t have acquired 
these three stakes - even 
though they are good and 
solid investments - unless 
Rokke committed. But for 
me to be able to operate the 
company, it was necessary 
to do this. It was good for 
him too.” 


increases 

first-half 

earnings 

ByWBSamHafl 
in Zurich 


SAirGroup, the parent 
company of Swissair, 
increased its '1998 first-half 
net income by 165 per cent 
to SFri27m’ (584.3m), with 
the contribution from its air- 
line operations more than 
doubting, offsetting a down- 
turn In its ot her businesses. 

The group traditionally 
earns the balk of its profits 
in the second h alf of the year 
and until last year had lost 
money in its first-half report- 
ing period for more than a 
decade. 

However, last year it 
reported a first-half profit of 
SFriO&m and the latest half- : 
year has benefited from an 
increase of SFriKhn in the 
contribution from S AirLines, 
which mode SFrL89m before 
interest and tax. i 

SAirGroup, which chang ed 
Its name from Swissair last | 
year to emphasise the grow- 
ing importance of its non-air- i 
line business, is benefiting | 
from a recovery that 
“exceeded expectations” in 
the fortunes of its margin- 
ally profitable traditional 
airline business, S Airlines, 
which includes Crossair and 
Balair/CTA. as well as Swiss- 
air. 

SAirLines’ revenues 
increased 10 per cent to 
SFr2.8bn- Swissair expanded 
its capacity by 10 per cent 
but was also able to increase 
its seat load factor to 70.7 
per cent. 

On the North Atlantic 
routes, where the company 
increased capacity by 7.1 per 
cent, it carried lfi.2 per cent 
mare traffic and had a seat 
load factor of 79J per cent 
. Seat load factors at Cros- 
sair, the regional airline, 
increased to 51.8 per cent, 
while Sabena, the troubled 
Belgian airline in which, the 
| group has a 49.5 per cent 
stake, also posted higher 
j results that were ahead of 
budget 

However, if the airline 
1 operations had not posted 
such a strong recover, SAir- 
Group’s first-half profits 
would have fallen. 

SAirRelations. which 
accounts for nearly a quar- 
ter of the group's capital 
Invested, reported a 25 per 
cent drop in profits before 
interest and tax to SEWfita, 
primarily because of a down- 
turn In its duty-free busi- 
ness. 

SAirServices, the third big- 
gest business, reported 
unchanged . profits of 
SFr71m, and S Air Logistics, 
reported a ll per cent profits 
decline, to SFr25m. 

The group expects its fall- 
year profits to be higher 
than last year. 

SAirGroup’s latest profit 
recovery reflects the benefits 
of the current airline boom 
and the company will give 
details of how it hopes to 
even . out the peaks and 
troughs of its profitability at 
a press conference today. 

Last year, after two years 
of heavy losses, It reported 
net income of SFr324m and 
plans to raise its earnings to 
SFrlbn over the next three 
years. 


NE WS DIGEST 

SOUTH KOREA 

General Motors pulls out 
of bidding for Kia 

General Motors of the US has dropped out 
for the bankrupt Kia Motors, but Fwd Motor arwthrai 
domestic carmakers submitted bids fn an auction of South 
Korea’s third largest car company- _ 

Ford is considered to have the strongest chance^ 
acquiring Kia because of the US egrr^te^s -strong 
finances. Ford, with Its Japanese affiliate 
KJa’s feraast shareholder with a 16.9 per writ - 
indications that Scania, the Swedish group, might lake 

over Asia Motors, Kte’s truck division. Fo*J ™ J*!™ 

Korea’s other carmakers, Indudinfl Hyundai, 
and Samsung, also took part in the auction, but tn®r 
chances are hampered by weak 

has said financial strength will be the most rmportant fac- 
tor In determining the winning bfcf, which will be 
' announced on September .1, John Burton, Seoul 

COMMUNICATIONS EQUIPMENT 

Motorola to close plant 

Motorola plans to dose a component manufacturing plant 
in San Jose, Costa Rica, with the loss of 985 jobs. 

The closure is part of worldwide restructuring by me us 
communications and semiconductor gro up, which i s 
realigning operations to boost competitiveness. Further 
consolidation is expected over the next few months. 

The plant, which has been in operation since 1 979. pro- 
duces quartz and csrarrec components for communica- 
tions equipment. “Technology changes, decreasing 
demand and automation developments have created 
excess capacity in some of our product fines, and particu- 
larly in the products manufactured hare in Costa Rica,” 
said Jeff Boeder, vice-president and general manager of 
Motorola's components division. 

Louise Kehoe, San Francisco 


BREWING 

San Miguel quits Nestle venture 

Sot Miguel, th& Philippines brewing company; is selling its 
45 per cent stake in Nestte Philippines to its partner, Nes- 
ti6, for about 29bn pesos ($677m), enabling toe Swiss 
company to take fufl ownership. The sate could herald a 
big unloading of San Miguel’s loss-making companies in 
Hong Kong, China, Vietnam and Indonesia. 

In July, Eduardo Cojuangoo became chairman and chief 
executive officer and said he would reduce loss-making 
international operations to cut debts and losses. San Mig- 
uel's net profit fell 51 per cent m 1997 to 3bn pesos partly 
owing to a 2.4bn pesos loss from overseas activities. 
Analysts said the company would sell its non-core busi- 
nesses and concentrate on beer and food products. Over- 
seas interests that might be sold are PT Delta Djakarta in 
Indonesia, Golden Dragon Brewery in Vietnam, San Miguel 
Brewery in Hong Kong and Coca-Cola Amafil in Australia. 
Abby Tan, Mania 


BANKS 

Chinese group cuts jobs 

The Agricultural Bank of China, one of China's “big four* 
state-owned banks, has lad off 3,093 workers and closed 
2,571 of its smafler offices in the first half of the year. 

The moves signal that a start has been made in stream- 
lining the big four banks' infrastructure. The Agricultural 
bank is believed to have more than 800,000 staff and 
more than 2^00 main branches, many of them in outlying 
areas. Uu Mlngkang, deputy governor of toe People's 
Bank of China, the centra] bank, said this month that the 
big four banks aimed to cut operating costs by 20 per 
cent in three years. James Kynge, Beijing 


CHEMICALS 

Potash helps lift ICL 

Israel Chemicals, toe country's leading chemicals group, 
said rising potash prices helped boost revenues and net 
income 10 per cent during the first half of 1998. However, 
declining prices of other chemical products and a sharp 
increase in financing expenses held ICL back from further 
growth. 

Revenues climbed from $826m in the first half of 1997 
to $907m this year and net profits rose from $51. 8m to 
£57-3 m. The results fell slightly short of analysts’ expecta- 
tions, and growth was also impeded by losses at its mag- 
nesium plant, a joint venture with Volkswagen of Germany. 

Israeli officials recently approved a plan to sell the 31.5 
per cent of ICL still held by the state. A further 42 per cent 
is held by toe Israel Corporation, a holding company con- 
trolled by the Bsenberg family, while the remainder is 
traded on the TASEL Avi Machlrs, Jerusalem 
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COMPANIES & FINANCE 


HK government intervention irks investors 

Attributing fair valuations to share prices has become an almost impossible game, writes Louise Lucas 


Market 

movers 


Raymond Kwok, 

vice-chairman of Sun Hung 
Kai Properties, was quick to 
applaud the Hong Kong gov- 
ernment's intervention in 
the stockmarket - or, as he 
called it, “swift and decisive 
measures” - las t Friday. 

As well he might be. Just 
three days earlier he bought 
350,000 shares in his com- 
pany. as did his two brothers 
and co-heads Walter and 
Thomas. 

On Friday, Sun Hung Kal 
Properties shares rose 11 per 
cent, and the three Kwok 
brothers' latest purchase 
appreciated by HK$2.5m 
(US$333,000). 

Other shareholders have 
been less impressed. 

“The government suc- 
cumbed to the cronyism of 
the property developers, full 
stop. Make no bones about 
it," says Terence Mahoney, 
managing director of TCW 
Asia, the Asian arm of the 
US-based fund manager. 

Conflict of interest - the 
government os stake-holder 
in big property developers, 
bonks and utilities - is just 
one of the issues irking 
investors, who say they are 
now having to take an board 
a whole new set of still- 
changing rules. 


Attributing fair valuations 
has become an almost 
impossible game. 

Ignoring fundamentals in 
favour of trading stratagems 
is also fraught; retail inves- 
tors are debating whether to 
sell out while prices are 
higher, or to ride the coat- 
tails of the government's 
spending spree. 

Meanwhile, the ever nim- 
ble hedge fond speculators, 
whose ploys were to have 
been foiled by the measures, 
have simply been offered a 
new route to turn profits. 

Many are continuing to 
roll over their short posi- 
tions - which assume a fall 
in the market over the long 
term - and are opening long 
intra-day- positions, enabling 
them to capitalise on the 
daily rallies spearheaded by 
government money. 

Intervention continued 
last week, although on a 
smaller scale than on 
August 1-1, when an esti- 
mated HK$2bn to HKfSbn of 
reserves was used to buy 
heavyweight blue chips and 
send the benchmark Hang 
Seng Index up 8.4 per cent. 

Hie move was prompted 
by big speculative attacks on 
the Hong Kong dollar, one of 
Asia's tast fixed-rate 
exchanges. 

Speculators have been cap- 
italising on the automatic 
rise in interest rates, trig- 
gered by attacks on the HK 


dollar, and consequent falls 
on the stockmarket, by tak- 
ing positions on Hang Seng 
Index futures. 

The ploy has provided 
quick profits for speculators 
sinoe late last year, and as 
the stockmarket fell back to 
1993 levels last week the gov- 
ernment decided to end the 
game by pushing the stock- 
market higher with its own 
reserves. 

However, the tactics dis- 
turbed more than just the 
speculators. 

“They’ve set a precedent 
here and we really don't 
know what the true value of 
securities is now," says Alan 
Wong, associate director at 
WI Carr In Hong Kong. 

“There’s so much distor- 
tion now that any type of 
corporate activity, like cor- 
porate finance or M&A, as 
well as pricing of securities, 
is just thrown out of kilter. 
Institutions deal with this 
every day and are thrown; 
the average retail investor is 
going to be totally mysti- 
fied." Mr Wong said. 

As well as throwing confu- 
sion over valuations, the 
move introduces a risk pre- 
mium that was not previ- 
ously there. By doing so, 
says Mr Mahoney, “on a fair 
valuation basis, it does 
cheapen it". 

Where the government can 
count on a strong backing 
for its actions is among local 


EMERGING MARKETS EXCHANGE IS GROWING AT70%_A YEAR_ 

Local investors drive 
Panama ever onwards 


By James WBson 

in Panama City 

A Latin American stock 
market with year-on-year 
dollar growth of nearly 70 
percent? 

It might seem too good to 
be true in a continent buf- 
feted by the shocks from the 
Asian crisis. But while other 
markets hare stuttered, Pan- 
ama has stormed onwards, 
with the BVP index rising in 
recent weeks to above 700 
points, having begun the 
sear at 450. 

“So far this year it has 
been among the five best 
performing markets in the 
world." says Felipe Chap- 
man, general manager. 

The catch, however. Is the 
size of the market. Trading 
volume on Panama’s 
exchange was $407m in the 
first half of this year, of 
which less than STOra was in 
equities. While that is a big 
improvement from 1997 - 
when equities accounted for 
just 7 per cent of volume - 
they are hardly the numbers 
to bring investors piling in. 

Just 2S companies have 
shares listed and the BVP 
index was until recently 
composed of only the 11 
most actively traded stocks, 
before three more were 
added this month. Typically, 
only a few thousand shares 
changed hands each day. 

The various exchanges of 
Panama's Central American 
neighbours claim higher vol- 
umes, but are oven smaller 
in terms or equities, which 
represent a fraction of one 
per cent of total trading. 
Most transactions on 
exchanges in Costa Rica. 
Guatemala, nr El Salvador, 
for example, involve 
short- term government and 
commercial debt. 

Rolando San Roman, man- 
ager of the larger or Gua- 
temala's two exchanges, says 
there is very little liquidity 
in the few shares listed. Mr 
Chapman recognises that 
the scale of the market pre- 
cludes much outside interest 
at prescot. 

“Institutional investors do 
not see a volume large 
enough for them to get inter- 
ested. What we trade on a 
yearly basis, they would 
want m see being traded on 
a daily basis. They are not 
just looking for quality but 
for quantity." he concedes. 

Funds therefore come 
from local investors. Roberto 
Jimenez, corporate finance 
director at Wall Street Secu- 
rities, a Panamanian fund 
manager and investment 
bank, says price-earning 



Panama canab the stock market is not Immune to pefltfcaJ ripples 


ratios “used to be ridicu- 
lously low - 10 or 12 times. 
Now it has gone to the other 
extreme - 25 times." 

Still, he says, demand for 
shares has outstripped sup- 
ply. “Panamanians are buy- 
ing because they are really 
an attractive long-term 
investment. Earnings of 
these companies have a 
record of growing about 20 
per cent a year." The market 
capitalisation of listed com- 
panies is now some $3.8bn. 

The dominance of domes- 
tic investors, repeated 
throughout Central America, 
has helped the region's mar- 
kets evade the nervousness 
that has hit larger neigh- 
bours. 

Small and scarcely traded 
sovereign bonds have also 
avoided the worst of the 
price falls seen elsewhere. 
But the region faces the 
challenge of how to deepen 
its capital markets. This 
ought to be helped by gov- 
ernment policies that prom- 
ise to see soles of state 
assets. 

In El Salvador, for exam- 
ple, shares in electricity and 
telephone utilities and a 
sugar mill ore scheduled to 
be sold on the stock 
exchange next month. El 
Salvador has also introduced 
private pension schemes, 
whose administrators have 
ploughed $6m into the coun- 
try’s stock exchange in four 
months of operation. “With 
the entry of the pension 
funds, the secondary market 
has begun to develop more." 
says Guillermo Hidalgo- 
Quehl. exchange president. 

Mutual funds have been a 
success story' in Costa Rica, 
with more than 50 springing 


CROSS BORDER M&A DEALS 


ttaOSUINVESTDR 
KKR (US) 
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market participants, who 
hold speculators in similarly 
low regard. 

“Those with a vested inter- 
est in Hong Kong are glad to 
see action being taken, 
because speculators don’t 
stop at a specific point If 
they can make a killing, 
they make a wiling " says 
Howard Gorges, managing 
director of South China 
Brokerage. 

Cheah Hye, managing 
director of Value Partners, a 

local fund management 
group, also supports what he 
says was “merely a tactical 
move" to eliminate a sure 
bet for hedge funds on the 
Hong Kong markets. 

But he too harbours con- 
cerns over conflicts of inter- 
est. and why taxpayer 
money is being used to shore 
up a few selected stocks out 
of the 650 listed in Hong 
Kong. Like several of his 
peers, be is concerned that 
three brokerages were sin- 
gled out to transact the busi- 
ness. at a time when the 
entire industry is struggling 
and would have welcomed 
the mandate. 

“I did register my unease 
about the non transparent 
way they went about allocat- 
ing the business; normally tt 
should be put out to tender, 
although that would have 
tak«»n time and defeated the 
need for secrecy.” 

Instead, the government 


. opted for the securities arms 
of two of the three note issu- 
ing bank groups, HSBC and 
Bank of China, along with. 
Worldsec International, a 
local brokerage that is an 
affiliate of Bank of Tokyo- 
MttsubfehL 

It is not clear what the 
government plans to do with 
its newly accumulated port- 
folio of share s 

One exit route would be to 
Trnlrmd jt into the pending 
Mandatory Provident Fund: 
the government said it 
would put start-up funds 
into the scheme, which is, 
now due to be operational 
sometime in 2000. .. 

However, that may be lon- 
ger than the gov er n ment • is 
prepared to hold its shares. 
Moreover, the many delays 
which have attended the 
establishment of -the MPF 
may not yet be over. Thus 
market participants are also 
concerned that at some point 
the shares will be damped in 
the market, sending prices 
into reverse. 

For investors, tt is another 
uncertainty In an increas - 
ingly uncertain mar ket • 

Says Mr Mahdney of the 
government’s foray into the 
stock market: “It was one of 
the saddest days in Hong 
Kong’s corporate history, 
when this b asti o n of lalssez 
feire b«»d to succumb to the 
Aslan humbag: interfer- 
ence.” 


Profits 
steady 
at INL 

By Terry Had «a Wet&igtoB 


Independent Newspapers, 
the New Zealand publishing 
group, posted a steady profit 
of N2$50J)5m (0^2A6m> for 
the year to end-June, in spite 
of a sevenfold jump in inter- 
est costs after buying the 
controlling stake in New 
Zealand pay-TV channel Sky 
Network Television. 

Turnover for the group, 51 
per cent owned by Rupert 
Murdoch’s News Corpora- 
tion, topped the NZ$lbn 
mark for the first time. 

Since June the company 
has sold two US newspaper 
i*haiTig [ West Coast Commu- 
nity Newspapers, in Calif- 
ornia,- and Houston Commu- 
nity Newspapers in Texas, to 
allow It to conc entr ate on its 
Australian and New Zealand 
newspapers. - - 

Sir Colin Madden, the 
durii^nan ) said INL consid- 
ered the result satisfactory 
in a difficult environment 
Advertising levels fell 6J. per 
cent in Australia and 2Ji per 
cent bo New Zealand. 

ML’s interest bill rose 
from NZ$2£m to NZ$20.12m 
as a result of the Sky pur- 
chase. The company bought 
a 48 per <**"* shareholding in 
Sky, but lata- reduced this to 
40.2 per cart after a share 
issue. 


IDB of India to expand 


j By Kri&na Grta In Bombay 

| India's biggest financial 
Institution plans to enter the 
secondary equity market 
under its new chairman, the 
former chairman of the 
country’s largest mutual 
fund. 

Industrial Development 
Bank of India will also 
launch a big push Into ven- 
ture capital funding to 
finance India's booming 
computer software sector, 
which has increased seven- 
fold In value since the start 
of 1996. 

The initiatives suggest 
that GP. Gupta, who used to 
be chairman of Unit Trust of 
India, aims to make IDBI a 
more market-oriented insti- 
tution. while maintaining its 
traditional focus on indus- 
trial rather than cons umer 

Igniting . 

“Companies are finding it 
difficult to raise equity at 
present." said Mr Gnpta. 
“There is very little interest 
in the primary market 
because the secondary mar- 
ket is not doing well" 


He said the IDBI - which 
already underwrites primary 
Issues - should also became 
active la the secondary mar- 
ket This would bolster confi- 
dence in new issues. 

“1 already have.a stake in 
most Mwiparriw as a term 
lender,” said Mr Gupta. “If I 
find these companies have 
good value, I should be able 
to buy these scrips in the 
market" 

The bank plans to invest a 
small portion of its incre- 
mental funds at first but 
will be guided by its com- 
mercial judgment rather 
than a fixed formula. 

Mr Gupta said the IDBI 
will- continue to concentrate 
its efforts un industrial proj- 
ect finance. But he said the 
composition of lending may 
change.- 

“Different industries piass 
through different periods of 
growth and prosperity.” he 
said. “At present it is soft- 
ware and pharmaceuticals." 

Mr Gupta said the IDBI 
would greatly expand its 
range of venture capital 
funds, which currently back 


only new technology devel- 
opments, to cover all compa- 
nies in these e m e rgi n g sec- 
tors. “These companies offer 
very good opportunities for 
capital appreciation," he 
said. . 

Such funds would take big- 
ger risks an e n tre pr e n eurs, 
who are normally required 
to fund a big stake in then- 
own projects. They would 
not be restricted to small 
companies. 

Mr Gupta also hopes to 
make use of his experience 
at Unit Trust of India to help 
the IDBI raise a greater por- 
tion of its fiinding from 
retail investors in the form 
of savings bonds. 

He said this would help 
increase the maturity of its 
debt and enable it to fund 
more long-term infrastruc- 
ture projects. “In India, 
retail money is long-term," 
he said. 

The new chairman will 
also lobby for access to pen- 
sion fund and provident 
fund money, which is 
invested under restrictive 
government regulations. 


NEWS DIGEST . ; 

ELECTRICITY 

New connections boost 
Brazilian distributor 

Higher tariffs, increased sales and tower operating costs 
hetoed Cwn«. the electricity dstributor in the BrazHtan 
stateof Minas Gerais, almost double firet haffi 
R$1 75.2m (US$148.3ni). front RJ89m last time. Francisco 
Penna, finance director. aaW sales 

cent, driven by new connections and higher consumption 
among commercial and residential customers, the most 

P TUmovefraef^ r FSl^3bn to RSIriSbn, helped also 
by a 4.5 per cent tariff increase in April. Operating 
expenses fell from R$891-9m to R$849.1m. Savings were 
due principally to lower personnel costs foftowmg a wfon- 
tarv redundancy programme In the second halt or 
that reduced staff numbers from 14,631 to12.097. The 
number of customers per employee rose from 295 to d/o- 
Cemig's improved performance reflects the restructuring 
currently taking place throughout Brazil's electricity indus- 
try. Marry of the state-controlled distribution companies 
have been privatised and the federal government is now 
preparing the generating Industry for sale. The government 
of Minas Gerais sold a 33 per cent state in Cemig last 
year, but has no plans to privatise it outright 
Jonathan Wheatley, Sfio Paulo 

ELECTRONICS _ 

Vision in alliance with Siemens 

Vision, the Edinburgh-based electronic vision company, is 
negotiating a joint marketing agreement for its image sen- 
sors with Siemens, the German electronics group. The 
agreement wBl cover the marketing of Vision's Image sen- 
sors for desktop video conferencing, as well as the digital 
stilts camera market, where Siemens and Vision are 
already collaborating. 

On Friday it said talks with Siemens did not involve an 
offer and there were no other such discussions. Floy War- 
render, commercial director, said: “This agreement will 
give us mass (flstributlon of our Imaging sensors through 
Siemens’ worldwide network. We may also develop other 
products together.” 

Vision shares fell 2%p to 36%p on Friday, equal to then- 
lowest level in the past year. James Buxton 

INSURANC E . 

Axa fulfils Japanese promise 

Axa, the French insurance group, has fulfilled the spring- 
time promise of charm an Claude B6bear to errand 
operations in Japan. It plans to start an operation to sell 
motor insurance direct to the Japanese public early next 
year. The local authorities are expected to authorise Axa's 
application for a licence “within the next few weeks" , a 
spokesman said. 

The move is somewhat surprising, given Mr Bebearis 
suggestion in March that he was more interested in the 
Japanese life market, and in the possible opportunity of 
acquiring a troubled life group in the manner that GE Capi- 
tal used in February to acquire Toho Life. Patrick Jenkins 


I NVESTMENT BANKING 

Merrill recruits Richard Girling 

Men® Lynch has recruited Richard Gifting from rival US 
inve stm ent bank Salomon Smith Barney to strengthen its 
presence in the European health care and pharmaceutical 
sectors. Mr Girling had worked at Salomon in New York 
and London since 1989. His clients included Hoechst and 
Zeneca. Clay Harris 


up m the past few years. 
Javier Chaves, manager of 
the Aldesa mutual fond, 
believes their continued 
rapid growth will stimulate 
demand and entice longer- 
term commercial paper to 
' the market the region’s larg- 
est by volume. 

‘There are signs that this 
is happening." he says. That 
should in turn increase the 
likelihood of more equity 
issues, he believes. 

As for efforts to integrate 
such small markets, cross- 
border trading has been 
made easier by efforts to 
build depository centres in 
each country, with help from 
the Inter-American Develop- 
ment Bank. 

Ivan Diaz, genera] man- 
ager of the LatinClear cus- 
tody system in Panama, esti- 
mates that cross-border 
trades will amount to at 
least 5200m this year. Har- 
monisation of regional proce- 
dures is the next step, 
although Mr Diaz says: 
“Although it seems easy, it 
is limited by the different 
legislation in each country 
and the different methods 
that the markets have of 
working." 

Meanwhile, even Panama’s 
stock market is not immune 
to political ripples. The 
country holds a crucial refer- 
endum on Sunday, when vot- 
ers are being asked to 
approve constitutional 
changes that would allow 
President Ernesto Perez BaJ- 
ladares to stand for a second 
consecutive term of office. 

Shares have dipped 
slightly in the past month, 
blamed in part on uncer- 
tainty surrounding the out- 
come of the referendum. 


FT GUIDE TO WORLD CURRENCIES 


The titda Detow ghes the I 


sage (rawM? KpM tar hey ends <r Friday, hoguri 21 , 190 B . to son i 
etosR » be raw , h am cm nencet rata ton tan criaMed bora I 


h notasL htotat rsra »b Ok usage of buytag end Htag rates 
i cnrencta hi which tttsy rae Bad. - 


except store i 


tom PWFU 

cam tons 

(Shtaraj 
CB*W» CTExaM 

QMh OS 

OK.Mr.mv aunt 

CM EMM 

CM OMD Pees 

ta frratM 

ra«s Etf fm* 

CMS fl) 

warn 

(feQBiMtaj mn 


CM 

taAita toe 

Itonee IMIMI 
DPMIto CtoW 

(total £ Cafes 

Donnonfto 0PB0 

tab Sanl 

pern 

BSHU COM 

EO-nSM KfHfc) 


Fran (Fa 

frCyton 0«F4 

FrOM latoft] 

Fr P*4t* OPR| 

an pah 


a ns 

ns 

MOW 

TH 

(Iraq 

77«K 

4730 00 

28959 

327045 

a«sjn 

150. 400 

814480 

1059 

V.7SV 

saxes 

3U48B 

41560 

am 

30413 

13520 

*198 

MBS 

151030 

■4530 

101295 

<18500 

2571X0 

1426668 

1770386 

MD51 

17000 

14661 

15690 

iaas 

05994 

03643 

am 

era asm 

102280 

271744 

5*550 

2XO* 

17900 


12324 

amm 

17204 

09646 

1.16*5 

am 

126801 

74350 

67310 

e*«««B 

xnoo 

219164 

271554 

JOUST 

18*850 

102*32 

07.04 

1 B315 

1 

03340 

0596 

MI5t 

02770 

moo? 

am 

2*50$ 

1E2BK7 

■4550 

WS29S 

rases 

47.1000 

25.1333 

»«*! 

128T6 

UDI3 

L1160 

UW 

16233200 

904080 

553067 


806717 

0.15O 

206184 

25932 

32630 

25000 

1.1097 

13770 

»«an 

60*120 

3311*7 . 

*1659 

1X315 

1 

06548 

aw 

0B*5M 

425700 

7X8390 

B3W1 

BOMS 

&SS00 

10794 

1820 

7JBCS 

era 

26988 

3220 

15170 

12730 

am 

06090 

zees 

17670 

05804 

u»e 

292S03 

178283 

954737 

123*41 

auo 

804138 

C6.H7 

416960 

10.1997 

02517 

1400 

- *3044 

7305)2 

448000 

248671 

30640. 

bbsub 

STKUH. 

203642 

256*30 

001630 

804 1M 

33SW7 


zsm 


08527 


MUB5 

1E530 

5*550 


3G2SS 

0UBS0 



IBO 

05253 

am 

■5= 

8SS5J0 

654 U0 

ZB w 

9GSS30 

n* no 

mm 

mm 

473550 

381914 


us» 

am 

48841 


Z3B74 

1*0775 

781066 

73* IIS 

450000 

M5S1 



00*00 

5J5.197 


2243312 

1373008 

712914 

MU 

42&90 

. . *"414 

144716 

rrata 

OU3Q 

00*130 

336197 

<1359 

assn 

84101 

am 

*4532 

37324 

230000 

7S7S5 

16439 

am 

02282 

am 

02*44 

$47368 

316800 

186191 

2100 

njoc 

6504 

uw 

47263 

20*50 

177720 

915073 

mwa 

4 4051 

UOOO 

14881 

1090 

13200 

15.4500 

15774 

more 

8940620 

548080 

304056 

377307 

884*351 

SKISO 

3005! 

03244 

san 

14243 

loom 

23676 

142838 

87S50 

4550 

&0W 

903530 

80*153 

336.197 

41659 

051® 

144160 

73*7 . 

US 

n«X» 

am 

15773 - 

*6714 

i 

0809 

0301 

0.4226 

1130*3 

B8H74 

0164 

'47283 

34QZE 

ZOOS 

1.130. 

14330 

03374 

ieao 

law 

17717 

iwa 

tom 

13531 

41285 

06SKW 

801130 

335197 

41&S9 

USS3 

BM13 

US20 

<tss 

i rests 

T0O418 

G07KZ 

753365 

95230 

604130 

335 IE 

4UB9 

165413 

102000 

56594 

7.029 

2MG 

16022 

I 

1208 

08125 

MS4M 

rsaa 

1BU9 


435*1 naira k 

Eta** 

1 

05125 

855 JK 5 

tea 

12178 


41 1550 Pound 

( 7 b*fl 

61181 


UHJ 61 Potto 

(Etota 

301257 

IS* BED 

11504 - 

IBS 

15315 

1 

93550 Orar 

Pteo 



13360 flBrttHk.au 

flh l 

BB 563 


15*475 Ftorara 

Ota 

144184 

883750 



0 MUP 1 

1 TJ 40 BB 

72000 

293161 

80&63 sanravaer 

Cfeas 

44051 

2790 

ZD 6553 Stem 

CO 



62441 SUncU 

CCufeS 

*4051 


876219 aPtooSMNml 

> pftl 

3 J 5 B 3 


-H 4 BU Sr meant • 

(ECMbS 

4/051 

27000 


IhntaiS 

CM 

(MHnM 


as 

Sato* tasks Mm a, 


Ctortraq 

ttoraOta) 

(EetoRl 


rated fne 

togotop CMifl 

tatoh fitogh 

■UtoMBMQB A 

JX? w 

Mar pta 

SS* 0 *" - « ** 

Tamu (haems 


tori 

ftaeftj 

PW 

eons 
pfeM 
■ (tofcrfl- 

32950 
36 SBDD 
TSJB 8 ' 
75221 
95563 
tm» 
4/031 
1 S 6 SM 
1879*1 

IlSliSiil 

<12201 

mats 

5200 

MB 0 S 
. UBZO 
48680 
14 91 
6400 
627738 

138242 
. warn. 

13014 

*196 

EB 2 SD 

ian 

&nt 7 

731*68 

Dgato 

itato 

UAE 

IhtadKhBto 

IHHStaO 

Otata 

total 

ltaaei 

IM> Jl 

SAS-fi 

103784 

85800 

1898 

*379 


(M tote* 

T 2 « 

17904 

0*48 

UBB 


totorahBpaBj 

11100 

cniwBn 

asm 

Cua 

«tob-U 5 

mm 

13137 

arm% 

l an 

uua 


290 *' 

17000 

USB 

12324 

totoSm 

.....kza 

19 70 

10330 

1120 

1.4001 

TnaArato 

HSrito . 

175000 

A 7300 

95 SS 

7 JS 1 I 

Yooorinh 

WBl 

865.630 

804,130 

336(87 

<15550 

MU 

am 

367900 

TUBED 

12 . 1*34 

1 UHB 

tote 

tata. 

HEQIto 

87.7750 

arm 

sm 


tor Bras 
SNOuraB 

125200 

7.7396 

ise 


mi 

8531 

05050 

0200 

02051 

SDR 


Shfam) 

a 

IBS 

PMOtoam 

«5M 

rm 

Ota 


: to tone « am itaMomimri total os a tosh os At conn fern nm is SrUsM Flam iM(ii MM os ntitoHBfcr tone! im amatoe taa on item m M .; M , ■ ,, , 

tomEBsMPato ta »t lM lataBtotatototallin6W4«.TBietoeetar *tatol ltolmtorataBhto aM »talBIBtoW«.CalitataM5htosreMMtoSS aja " gWfKIB5ftai ** 

"V® uob 


Air cfeaneig S 53 m US strengttanfng 

Biotechnology $ 41 m . DMA dealings 












19 



•?K?> 

" : "V:rr 


iu: v 


**5** 

■*2Sjpf 

: ;. u ‘* n «*5s 

■''■ ■' ,?IT mi eTD 7 ta 

m Cr?^ 
v.rlngh, 


ncs 

in a,,iance With Siema, 

-■■■•■■ 

•• :■■■• •: ^ wen as Hie*. 

;; fissions 

.__ ••' 3150 1 


’ , : ^auaiios 

.«.»rn-; Bmlon 


ils Japanese promise 


• • • ■■■ 

' v ' ■' -rvaaq 
* ;■■ -t» vnem* 

: ■"■ ■■ i-S'eaij® 

■••■ •VJtVSiE 

• • :••'•' i.’t&Cw 



'•■■■■ ■ - vTK»Jinnf 
: •• • ••■■>••• '.‘laGEt 

*■ PaftkkJd 


r BANKING 

jcruits Richard GirTi 

•. • ...•■■■-•r.vmiriC 

... . ;•*'•! , TO CtlCnJcSI 

.... . 

... • : .. . 'V' 1 '‘tieete 
.... •-. - • f Sl .V.!HMtf? 

;<.i- 


\ 




’ft* 


••••* X 
X 






FINANCIAL TIMES 


MONDAY AUGUST 24 199g 


* or glflbal 
spiral strength... 


ingA^barings 


MARKETS 



WEEK 


...we re 


August 24 - August 30 


ING.i»)BARINGS 


NEW YORK 


By ffic&ard Tomkins 
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Bonto and the dollar will 
jise; equities will fell. That 

was the consensus forecast 
of 0S market analysts at the 
weekend following the 
tumultuous events of the 

last few days- 

T&is week brings a heavy 
schedule of economic data. 
Including durable goods 
orders on Wednesday and 
revised . second-quarter GDP 
growth on Thursday, but the 
US economy has become 
something of a secondary 
consideration in the context 
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Dow Jones Industrial Average 


On Ftiday, the Dow Jones 
Industrial Average fell more 
than 280 points at cme stage, 
triggered by Russia’s 
worsening economic <■ ri sta. 
Asia’s continuing economic 
woes, and the US missile 
strikes on Afghanistan and 
Sudan. 

The Dow later recovered 
to end 78 points down but 
with no end in sight to the 
global distress, and 
mounting worries that the 
missile strikes could signal 

the gfr»r» nfn Inrip- and 
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damaging war between the 
US and international 
terrorism, the outlook for 
stocks is not bright 
In contrast, the dollar and 
US Treasuries are thoug ht 
likely to rise as they' 
continue to benefit from 
their traditional roles as safe 
havens In times of 
international crisfe. 


LONDON 


By Steve Thompson 
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After rallying almost 300 
points, or more than 5 per 
cent, including the 
biggesbever points rise in 
the FTSE 100 in a single 
session. London’s equity 
market suffered another 
series of blows last week. 

And traders must be 
worried that more bad. news 
may he cm the way as global 
markets reart to the threat 
of an increase in terrorism 
after the US attacks on 
Afghanistan and Sudan. 

Those attacks, plus the 
■economic ryts f* in Russia, 
the Monica Lewinsky affair 
and a flight to quality in the 
bond market, could bring an 
intensification of the selling 
that afflicted stock markets 
on Friday. 

The market's best hopes 
for a resumption of the rally 
that produced a 181-point 
leap in Footsie Last Tuesday 
seem to rest with the 
prospect of more takeover 
bids. It was no coincidence 
that the 181 -point jump mmo 
on the day that a s 744m bid 
was launched in the life 
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assurance sector, for London 
& Manchester. There were 
strong hints that more 
action is set to erupt in the 

fneiirftnrg 

The big economic news 
items this week include the 
CBI survey of monthly 
trends, due on Thursday, 
and the July trade figures, 
expected on Wednesday. 


FRMKFURT 

By Andrew Rsber 
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The German stock market is 
expected to remain highly 
volatile after its steep dive 
cm Friday. Already unnerved 
by the protracted Asian 
financial crisis - including 
the slow pace of reform in 
Japan - Investors have 
taken fright at the chaotic 
situation In Russia. The Dax 
blue-chip index, which has 
been as high as &000 points 
this year, slumped on Friday 
by 5.5 per cent to 5.190.& 

Analysts are now waiting 
to see if the market faik 
further, and finds support at 
around 5.000. or manages to 
Start rfltwhlwg a g^j n. 

They point to the 
underlying factors 
supporting equities - low 
interest rates and inflation, a 
reviving economy, and rising 
corporate profits and 
productivity - and argue 
that thi* year's highs could 
be reached again towards 
the end of the year. 

But share prices are likely 
to yo-yo In the meantime, 
influenced strongly by Wall 
Street Friday's early drop in 
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the US market added to the 
selling mood in Frankfurt 
Much will now depend on 
bow Russia tackles its crisis, 
even though Germany’s 
economic links with toe 
country are small. 

On toe corporate front this 
week, Deutsche Telekom, 
Lufthansa and Pro Sieben 
annmmcp interim results. 


TOKYO 


By Atawdra Harney 

The results of politics] 
debate over a plan to rescue 
Japan’s ailing financial 
sector and details of a 

government plan to inject 

public funds into the Long 
Term Credit Bank of Japan 
will dictate market 
movements this week. 

The LTCB. which has been 
in merger talks aith 
Sumitomo Trust, unveiled a 
restructuring package last 
week that would pave the 
way for government suppm-t. 

Despite rumours of a plan 
to shore up LTCB’s financial 
problems, toe Nikkei 2 25 
average closed down 0 . 6 ! per 
cent on Friday at 1X298.2. 
However, the index had 
climbed 174.27 points smce 
its close the previous week. 

The markets are likely to 
continue to be sensitive to 
political developments, 
especially as the opposition 
is expected to challenge the 
administration's plan for 
financial sector reforms in 
parliamentary debate. 

Government bond yields 
fluctuated but ended lower 
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last week, with the yield on 
the 30-year contract 
finishing at 1.18 per cent, 
down slightly from the 
previous day. 

Current trends are 
expected to continue until 
there more information is 
released about the 
government's new fiscal 
stimulus package. 


COMPANIES DIARY 


Strength of UK stock 
market likely to lift AMP 


AMP, the Australian insurer, 
is expected to announce 
today a net profit before 
abnormals of A$520m- 
AS 61 6m ($321m-$380m) for 
the first half , its first finan- 
cial results since fisting on 
the Australian exchange in 
June. 

In its prospectus, AMP 
forecast a net profit of 
A$774zn-Af977m before a 
ASL673bn abnormal loss for 
demutualisation and 
restructuring for 1998. Ana- 
lysts said AMP’s first-half 


earnings were expected to be 
boosted by the strength of 
the UK stockmarket, where 
the company has gigwifinant 
investments. AFX Sydney 

• Analysts expect Snlzer, 
the Swiss engineer, to report 
today first-half net profit of 
SFrSSra ($45J3m) down from 
SFrTLrn a year earlier. Snlzer 
warned last month , that its 
1998 net profit would be neg- 
atively affected by non-re- 
curring charges in connec- 
tion with the transfer of 


SLM Engineering and the 
integration and restructur- 
ing costs of the rapier weav- 
ing machinery activities. 
Bank SarggiTT industrial ana- 
lyst Stefan Blum said he 
estimated first-half net profit 
would decline to about 
SFr69nL AFX. Zurich 


TUESDAY 


•Matsushita Electric Indus- 
trial Co is expected to 
announce pre-tax profit of 
Y57.9bn-Y6l bn ($414m- 
S436m) for the first quarter 
to June 30, down from 
Y82.7bn year earlier, with 
product price cots offsetting 



the positive impact of the 
yen’s folk analysts said. 

They said that as in the 
case of Sony Corp and Pio- 
neer Electronics Corp, 
sharply lower product prices 
stemming from devaluations 
of other Asian currencies, 
had put pressure on Matsus- 
hita Electric’s margins. AFX 
Tokyo 

• UBS, the Swiss hanking 
group, is expected to report 
first-half ,net profit of 
between SFr2.74bn and 
SFrS.lbn. Analysts agreed 
that the bank would have 
benefited from the strong 
rise in the Swiss stock mar- 
ket this year, but warned 
against reading too much 
into the figures because of 
the distortions of the UBS/ 
SBC merger and the lack; of 
comparative figures. AFX, 
Zurich 

• Cairo Energy, the UK oil 
and gas company, is expec- 
ted to announce an interim 
net loss, against net profits 
of dim (3STm) last time, cm 
slightly increased produc- 
tion. Turnover for the six 
months to June 30 is expec- 
ted to decrease by about 30 
per cent, mainly because of 
the sharp fall in the ofl price 
over the past 12 months. 
Analysts hope the company 
will be shielded from the 
ftfferfat of the depressed oil 
price next year, when natu- 
ral gas is expected to 
account to 40 per cent of 
production. 


casts. Earnings per share are 
seen up at Fll.70-F11.8Q 
against F1 1.53 a year earlier. 

Analysts will be looking to 
see whether strong figures 
and any positive statements, 
especially regarding Asia, 
will help restore investor 
confidence, following a share 
price drop of more than 30 
per cent since last Septem- 
ber. Rabo Securities analyst 
Arie Gra vended Is looking 
for net profit or FI 190m. 
with EPS earnings per share 
up IS per cent at FI 1.60. 
AFX Amsterdam 

• ING Group, the Dutch 
financial services company, 
is expected to report first- 
half net profit of F13.63bn- 
F1 BiHbn or FI 332-F1 <L25 per 
share, up from FI lJUbn or 
FI 2.55 a year earlier, accord- 
ing to analysts’ forecasts: 
Pre-tax profit from hanking 


business is seen rising to 
FT2.51bn-FT2.65bn compared 
with FI 1.39bn. and pre-tax 
insurance profit is expected 
to rise to FI 229bn-Fl ILfiobn 
against FI l-392bn. 

In the first quarter of the 
year, ING reported net profit 
of FI 1.94 bn or FI 2.11 per 
share. AFX Amsterdam 

• Novartis, the Swiss drugs 
company, is expected to 
report first-half net profit of 
SFr3.4lbn-SFr3.6bn («2-24bn- 
$236bn), up from SFr312bn 
a year earlier. Analysts said 
group earnings would be 
driven by growth in net 
financial income anti syner- 
gies resulting from the Ciba- 
Geigy-Sandoe merger. 

Lehman Brothers pharma- 
ceuticals analyst Stewart 
Adkins forecasts first-half 
net profit of SFr&56bn and 
earnings per share of 


SFr5I.80, up from SFr-tSJO. 
AFX Zurich 

• Ladbroke. the hotels and 
betting group. Ls expected to 
report a rise in underlying 
pre-tax profits from £101-2m 
to £ll5m in the six months 
to June 30. The rise is expec- 
ted to be driven mainly by 
improved betting profits, 
including £llm from the 
Coral betting shop chain 
acquired in January. 

The market will want 
news of whether a predicted 
slowdown in the UK hotels 
business will be offset by 
higher trading at Hilton 
International elsewhere. 

• The continuing buoyancy 
of global demand for aircraft 
- in defiance of expectations 
that the Asian economic tur- 
moil would quickly rebound 
on the industry - is likely to 


help Rolls-Royce report 
hvalthy interim results. 

The City is expecting first- 
half pre-tax profits of about 
£!30m from the aero-engine 
maker, compared with 
£!16m. although some fore- 
casts are higher. For the 1997 
year profits were £276m 
(£28m losses). 

• Iberdrola, the Spanish 
generator, is expected to 
report next week first-half 
net profit after minorities of 
Pts53.lhn-PtsS4.lbn (($347m- 
3354m) against Pts49.415bn. 
Analysts said Iberdrola's sec- 
ond-quarter performance 
was likely to consolidate the 
trend reflected in the previ- 
ous one. with gross margins 
continuing to benefit from 
the company's strong posi- 
tion in the electricity sec- 
tor’s new regulatory envi- 
ronment AFX Madrid 


Market expects good report from Rolls-Royce chief execsxtive. John Rose 


NEW INTERNATIONAL BOND ISSUES 
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THURSDAY 

• Hagemeyer. the Dutch 
trading house, is expected to 
report first-half profit before 
exceptional of FI 187m- 
F1190m ($91.6m-S93m) up 
from FI 141.2m a year earlier, 
according' to analysts' fore- 
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Floating Rate Note 
due 2006 

Notice to hereby gbeflltoe for the 
mlotst period 24 Aogat ISB8 to 
23 February J99S die notes utll\ 
carry an beats rate of 4J36641X 
per omon. boatu payable on 

23 February 1099 will amoaM to 
mj 10,980 per ms, 000.000 MM. 

taotaJ Agency and That Smfce*, 
□Utank, WJL. London 

24 August 1998 
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For the calculation at the cwpon 
maturing oo I r i ana ty 10. 1999. the 
aa comolithaaS pmCt istae of die 
Group) uieo into account u FRF 
SJSXJJOOJOUI 

As the LIBOR XEU is 4.125T., the 
minimtun coupon so calculated 
produces an ampul interest rate of 
Ajar*. 

AS (he applicable TMOE fc. SXOO^. 
the coupon so calculated prodnow an 
annual iaetestoie of bjbt&t 
Therefore, the semi-annual coupon 
payable on February 10. 1999. sill 
be XEU J) JO pe* Wie p art icipant of 
XEU 1.000. 
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HARKEN EMRGY CORPORATION 

Notice of Registration and Listing 
Relating to 

US$8SraXMX)0 5A% Senior Convertible Notes Eh»e 2003 


Harken Energy Corporation (the “Company”) hereby 
gives notice that as of July 24. 1998. all shares 
of the Company’s SO.! par value common stock 
that may be issued upon conversions of any of the 
5.0% Senior Convertible Notes Dne 2003 have been 
approved for listing on the American Stock 
Exchange and have also been included under an 
effective registration statement filed pursuant to 
the Securities Act of 1933, as amended. 


Financial Times Surveys 

FT Exporter 

Wednesday September 23 

For further information please contact; 

Derek van Tionon 
Tel: ^-44 1442 S43 300 
Fa*: i-44 1442 843 123 
email: 106160. 166 Iffcompnserve.cont 

or Tracey Endacott in London 
Tel: +44 171 673 43S6 
Fax; +44 171 373 4862 
email: tracoy.ondacotti'FT.COm 

El NAN Cl AT-T I ME S 

No FT, no comment. 


CB FUND INTERNATIONAL 

Sodtfte dlnvestissemeni 
A Capital Variahlc 

10 A, Boulevard Royal - Luxembourg 
R.C. Luxembourg B216G3 

NOTICE OF DIVIDEND PAYMENT 

The Ceoezal Mcmm-ai Shareholder* of CB FUND INTERNATIONAL 
tiu decided o> piv a dividend ol USD 0 HO pet shore hn the hiuacu] rear 
endmj; 31 m BVre 199s u> each shjrv held uo Aniw 199S. the 
»hire* heuij; qunuii a-dmkaii uo 24tb Aupia 1WR. 

Thu paftnou wiU he made on and atus 41* Aapn* IV.'tt apmu 
i cm i u a wc e of coupon n" 14 to Suiijuf hubn Luamhours- 
IUA. Boukvanl RmaL L m rz n h oti r R 
Dmlend cheque* will be wm to rejpMord JuirtioUcT* 

Dimfaufc not cliiiocd wathm S wan ui the pmaird date mil Upw and 
mill to the TuniV 
LuxembruiK .Tfl Aufpia l<A>s 

For the Bored ui ntrenm* 
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JF JAPAN OTC FUND INC 

ih^HUriaArr«iw,UWi>iAiMiJLAi’<lii 


NOTICE OF CHANCE OF DEPOSITARY AND AGENT 


lire Boarrt al Dtorerere ui JF Japan OTC Fired inc tu» Xompmy*) remouncu 
mat Ore appeu m v rent of tdoronn Ouoianh, Truai Company at No Ycwk ai 
Oepasftary mdet ure Comp^iy s EDR toeday nas twsn tenrenatso. and Sooes- 
Fiducom SA. a cutax&ary ol BatUi Bnssoto Lambert lus boon ■ppomatt as 
PreiwwDeposdvy Bottunreuutoa nom tStnjrey 1996. Bank Bureota Lamoen 
has ba«n appovaed aa Agcm unuw bw OR toctov Mtn totoct from 1st May toes 

On batreU ol tre Bored 
Slauwi da t- WMHra 
Dttoctor 

249iAu9«sL I9M 


LEGAL 

NOTICES 


Nn ttUMa .4 1*18 

is the rawjconrrtff jvstkx 

CHANCERY DnlSKIN 
COMPANIES COfRT 

L\ THE MATTER OF 
■EAJTTES OF LONSON LtMITED 
.ret. 

IN THE MATTER OF THE 
COMnMDUT 1985 

NOTICE IS HEREBY CilVEX Jwi ■ 

TVunno are oo Ibr 1h Ua; .< Aojsu’ l“W 
ptmlEd «* Hct Uajnly i ST ft Cnat i4 
imiicr (,« lie confirajlica ol' 1 1 1 the 
iwtocsji itf (lie > tee Mpial nf dr phnr 
aorned Ceapjai {rum I4.hQ4.QtiO in 
C77D.HK aad 13: ae cancrUanm m 
prrmnan axius \u th: jus ,if£4 95 i'i 
AND NOTICE S RKTHER GI\TN are 
sir (aid FniUco i* ilimird in he brard 
Mrer ar Crdqprean Com Refnbw re ihr 
R«|Jl Count IsUicc, Sirpnd. Lradnn 
»Cl 211. ve VcJr, add? UtS Scjwelei 
1998 

AM CrcJHOT or Shafrtel Jrr vf the uid 
Cnmjtms dewing to w»c the Biriufll uT 
to Order far the cuaramrem nf tbr uni 
redoetjoa of ibc ■.bore carnal dDJ 
cawcllmcrn ol »bwc premion aeenum 
ikuW anev K Oe iw ut tUhereresM 
peJDmtehj Ceomef hr Um jvipinc. 
A«pp ri the md fttCkw mil hr Inmdnl 
m aa> vech petwa mponf Uf uiM K 
Ihr osdermrOHaed S-ibciW* i<n preisrai 
m Be refolded c&sfC fartfc hoc 
DATED Qs» HibJj) DtAarad IWk 
ASHURSt KRMCUS OUST 
Bmad>afli Haore 

5 Apr* 4d Serin 
LiotaiECZAZHA 
W.-OI71 tM 1111 
Rch LCUVEdfCdOUT 

Sukauts lalk uid Giqoin 


LEGAL 

NOTICES 


Hn.OMM1ui l*M 

N THE HIGH COLWOFIUSTICF 
CHANCERY DIVISSPN 
cmmsKiFS cdwot 

in the Matter of 

RICHARD KOUVKTUt LIMmaD 
-■ad- 

IN THE MATTER OF THE 
COMPANIES ACT 1985 

NOTICE IS HEREBY GIVEN tbu a 
nreanmdtlhiln iCAuprei I'ikic 
( armed bi Her Uiyin'i Hifb Cuwt H 

Jiwtwe far ibc inolirmalioti nl ■ 1 1 , ihr 
redutim ■« riu ataae eapiol uf to aUnr 
KJtned Cnmfaoj linn I5.8lu.794 hi 
L5j5UnVu^: and I to uuurlhrens id 
(hair rrennum dituani in ibc in of 
SIJ49J07. 

AND Nonet IS FVETUES OUPi tbre 
to Oid FelilHH a Jifaird to he bran! 
hefuw to Cwopane. Cumt Rcji^rjl u Urn 
RojaJ Count <4 JiMu-r. Slrml. Lmuhm 
WC2A ire Wataetdat 2nd Srpamtor 
IWI 

ANY CicJiha or SbrerimUfi uf to wd 
Crapaij dranaj; ui nj^wac to urekiaf ,4 
aa Oiikl hn the lunfumreki* «( to tel 
irdocilim ol the abur carnal and 
ciaivlLaare of thare premujoi abtnuai 
toil apfen rt to traced to Innas re 
pelva tm h> Cmmwl la that parpw 
A nfi id to ual Aa,a will hr lumihrJ 
ui an« uxh pmm trquainj Ito tame h 
to undmamhinril hnheiima oo pqmnri 
«d to rejwirerd thwgc fw to uapr 
DATED tot TJibdn id Asjhi 
ASHURST MORRIS CRIST 
BnudKaU Hnutc 
5 Ap^iU Street 
IjhhImi FC7A2KA 
Tctnill fJS 1111 
Krl LCWAiSiniUtol 
^dairen fw to reul OnioiQ 
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CURRENCIES & MONEY 


Looking for losers 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE D OLLAR 
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By Simon Kuper 


After Russia, who Is next? 

Hue rouble was devalued 
last Monday, and the domino 
theorists of the foreign 
exchange market are now 
scouring the shrinking num- 
ber of pegged currencies to 
find the next victim. 

They spent much of last 
week taking the Polish zloty 
down a few notches. The 
zloty had been trading at 
record highs, and with the 
Polish economy in good 
shape there was no excuse to 
decimate the currency. The 
zloty ended last week still 
well above its parity against 
a basket of currencies. 

The Venezuelan bolivar 
looked rather more troubled, 
and is now everyone's bet 
for a devaluation. Venezuela 
relies heavily on oil exports, 
and the price of oil keeps 
falling. On Friday Caracas 
said it would allow the cur 
rencv to float more freely 
within its bands, but that 
may not be enough. 

And after Venezuela, who 
next? Currency strategists 


have begun looking closely 
at Latin America, home to 
many of the world's remain- 
ing currency pegs. 

The Brazilian real and 
Argentine peso are both tied 
to the US dollar, and since 
the tequila crisis of 1994 the 
Mexican peso has been a 
favourite for another falL 

The main remaining cur- 
rency peg in Asia, that of die 
Hong Kong dollar, is receiv- 
ing so much support from 
the HK Monetary Authority 
that many speculators have 
given up the fight. But the 
possibility that China might 
devalue both the UK dollar 
and its renminbi is still in 
everyone's minds. 

The major currencies may 
be less exciting this week. 
The dollar and D-Mark have 
barely moved against each 
other for months. Traders 
may lack the courage to 
attack the yen, because 
Japan has been threatening 
to intervene for the cur- 
rency, but on the other hand 
the country's economic cri- 
sis gives little reason to buy 
yen either. 
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FINANCIAL TIMES 


EQUITIES 


Monday august 24 


EURO PRICES 


CURRENCIES & MONEY 


Europe fails to turn the corner Z 


SYNTHETIC EURO RATES 


S^nihrite EM against the doHar 
Jp»«w 


EUROPEAN OVBWJEW 

By Fhffljp Coggan, 

Maikate Editor 


For a brief period last week, 
It seemed as If Europ ean 
markets had tamed the cor- 
ner and shaken off the weak- 
ness that has plagued them 
throughout August 
But Friday’s big falls 
destroyed such optimism. 
The Dax index in Frankfurt 
dropped 5.4 per cent on the 

day, ending more than 1,000 

points below its all-time 
high, recorded only in July. 
Madrid, exposed to Latin 
America, fell 5 per cent 
The FTSE Eurotop 100 

FTSE&aotbp SOO EnroMoc 

'tatfet.V • •• 

"isoo - ' ^ ; 


index fell more than 100 
points on the day, dropping 
p per cent to 2£8L87. The 
braader Eurotop 300 index 
stamped 4156 to 1468.51. 

Meanwhile, the FTSE 
Ebioc 100 index hi g hli gh ted 

fh A _ _ 


QK)JW mg 4A per cent or 4109 
points to 970.41 
If Europe is to produce a 
better performance this 
week, it will need some good 
news from emerging mar- 
kets, particularly in Russia, 
where plans for the restruct- 
uring of domestic debt 
should be revealed today. 

fears about the Russian 
crisis made the sec- 

tor the biggest suffoex on 


Friday, dropping is per 
cent German banks were in 
the fixing line - Commerz- 
bank fell Ecu 1.4 to Ecu 
2727, Deutsche Bank Ecu 3.6 
to Ecu 62.6 and Dresdner 
Bank Ecu 3-1 to Eon 42.07. 

*n» worst Individual sec- 
tor on Friday was informa- 
tion technology after weak- 
ness in high-tech stocks cm 
Wan Street SAP fen Ecu 
37-3 to Ecu 567.67 while Cap 
Gemini slipped Ecu 6.9 to 
Ecu 137.55. 

. No sector escaped the tur- 
moil completely, with only 
construction falling less 
than 1 percent 
But t he re is same poten- 
tially good economic news 


ahead. According to SaJo- 
. s ton Smith Barney. the euro 

area is set ‘Ter a long run of 
slightly above-trend growth, 
low inflation, external sur- 
plus and ftniog public defl- - 
cits. Short rates will stay 
low longer than markets 

expect, while band markets 

and the euro will gain from 
a flight to quality.** 

Among the economic news 
this week will be inflation 

figures from France where 

the annual rate in July is 
expected to be 02 per cent 
and second-quarter gross 
domestic product data from 
the Netherlands, where 
growth is predicted to have 
been 02 per cent 
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Vi THE mOB COURT OF 1UCTI0E 
CHANCERY DIVISION 

companies comer 

04 THE MATTER OF ERA GROUP PIC 
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04 THE MATTRR OPTHS 
COMBVNK5S ACT 1985 
NOTICE IS HEREBY GIVEN ihM ■ 
fttmoa •> aa Be 79i ifer of AaptB 1908 
ptavoKO to her Msjesy'B Wgfa Coun at 
Justice far the coafirmtooo of: (I I the 
rc rtCT OO or the Wb*c e sy l u l of Be ■bow- 
OSBXd Compsny from £10400.000 to 
OJ5TOSH) bbJ (2} llie ca rriUrtn o of Hmm 
pre mio ta secouan of the Cowrpenj to Be 
wn of £1091 JU. 
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WGA 34. oo «Uaky Be 2oJ ihj of 
Squnubcr 1995 

ANY OeiBor er SbaeboMer of Be Mid 
Ctmpanyr dearins » opptac Be atone of 
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cancellation of share premium aoceuai 
Baold appear a Ik dole of Be fasting n 
person or by Coutad tor Ba purpose. 

A copy of Be Md PWboo »i0 be fassbed 

*o a*y Bdl peaOB teqMirtg Be bb» by Be 
MteB e M ionrd SoGctore on payoera of 
Be se*Bued dace toe Be am 
DATED tto2*a<hy of Augus 1998 
AsbmK Monk Crisp 
Bnwdvalk House . 

SAfpeU Street 
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Office for the Future 

Wednesday September 23 

For further information, please contacf: 

Derek van Ticnen 
Tel: *44 1442 843 300 
Fax: +44 1442 S43 122 
email: 108160. 16Gl£compu5erve. com 

or Tracey Endacott 

Tel: +44 171 873 4356 I 

Fax: *44 171 S73 4862 i 

email: tracey.cndacoU'iFT.covn 

F INANCIAL TIMES j 

No FT, no comment. 


Banque Sofinco 

FF 1^00^)00.000 Floating Rate 
Three Month P1BOR Notes duo 1939 

m accorctence with the Tams and Condttions of the Notes, 
notice is hereby given that for the Interest Period from 
August 24. 1 998 to November 24. 1 998 the Notes vrfl cany 
an Interest Rate of 3.57687% per annum. 

The Coiflicn Amount payable on the retewnt Interest Payment 
Date. November 24, 1998 vwll be FF 91.41 per 

FF loaooo principal j rtfTM Rretfertanfr 

amotrn of Note. VrWrfl iMxmtotrg 
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Recovery vehicle 

Japan's Economic Strategy Council, a 
body created by prime minister Keizo 
Obuchi to advise on economic policy, 
will hold its first meeting. Its Immediate 
task is to come up with proposals to 
revive the economy in the short term 
and lay out broad policy Initiatives for 
the long term. The council, which 
consists of 10 business executives and 
academics, is modelled on the US 
Economic Council of Advisers. The 
ESC will present its first report to Mr 
Obuchi by the end of this year and 
conclude its work by next March. 

Boesak on trial 

Allan Boesak, a former church minister 

and enti-apartheid activist in the 
1980s, faces 32 charges in a Cape 
Town court of theft and fraud involving 
foreign aid donations. He is accused 
by a Danish aid agency of misusing 
about Rim (£96,000) of funds. The trial 
has been repeatedly delayed because 
of a dispute over legal aid to pay for 
his defence, but the argument now 
appears to have been resolved. 

Peace anniversary 

Israeli and Palestinian signatories of 
the Oslo peace accords mark the fifth 
anniversary of the agreements in the 
Norwegian capital, but there is little to 
celebrate after months of stalemate in 
the peace process. Benjamin 
Netanyahu, the Israeli prime minister 
elected on a platform opposing the 
accords, is not attending. Yassir Arafat, 
president of the Palestinian self-rule 
government and Shimon Peres, former 
Israeli premier, wfll speak at the Nobel 
Institute. Mr Arafat and Mr Peres were 
awarded the Nobel Peace Prize In 
1994 along with the late Yitzhak Rabin. 

Tennis 

Boston: MFS Pro Championship men's 
tournament (to August 30). Long 
Island: ATP tour men's tournament (to 
August 30). Atlanta, Georgia: Women's 
US Hardcourt Championships (to 
August 30). 

Holidays 

Ukraine, Liberia 
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Offshore oa and gas industry luminaries gather in Stavanger on Monday lor their biannual conference and exhtoftion highlighting technological advances in underwater systems 


TUESDAY 25 


The computer effect 

Geneva plays host to the fifth world 
conference on human choice and 
computers, which looks at the frnpact 
of information technology on society 
including work and employment, 
human rights, the flow of information 



and regulation. The three-day 
conference, organised by the 
University of Lausanne business 
school, aims to come up with advice 
on how best to guide Information 
technologies to guarantee 'social 
consent and democratic control”. 

Offshore expo 

The 13th biannual Offshore Northern 
Seas exhibition and conference for the 
oH and gas industry opens in 
Stavanger, Norway. Themes under 
discussion are expected to include 
subsea technology and floating 
production systems. Speakers incud e 
Kjell Magne Bondevik, Norwegian 
prime minister. Bundesbank president 
Hans Tletmeyer, oil and energy 
mlnistere from Norway, the UK and 
Angola and top executives from the 
world’s major oil and offshore 
companies (To August 28). 

Take-off for Taiwan 

Launch scheduled in Kourou, French 
Guiana, by Arianespace of Taiwan's 
first commercial satellite in a Joint 
venture with Singapore. 

(to August 29). 


WEDNESDAY 26 

Dishing up safety advice 

A food safety conference. Best 
Practice Food Manufacturing, is heW In 


London; topics indude controlling risks 
of product contamination, crisis 
management, food health and safety 
regulations, and food labelling. 

Holidays 

India. 


THURSDAY 27 


Gates questioned 

Bill Gates, founder and chairman of 
Microsoft; is expected to be 
Interviewed by lawyers from the US 
government and 20 states as they 
prepare to bring their antitrust lawsuit 
against the world's largest software 
company. Mr Gates is accused of 
masterminding a strategy to abuse 
Microsoft’s monopoly power In 
Windows, the company’s best-selling 
operating software, in the fight against 
Netscape Communications, its internet 
software rival. Mr Gates’ testimony, 
which is likely to last two days, will be 
heard in secret in spite of attempts by 
US media organisations to gain public 
access to the interviews in Seattle. 

Belize election 

A debate over the parliamentary 
system is one of the main Issues in a 
general election in Belize. The country 
of 220,000 people (formerly British 
Honduras) has been arguing over a 
possible change from the Westminster 


system to a republican constitution. 

The incumbent United Democratic 
party of Manuel Esquivel, the prime 
minister, advocates a retention of the 
Westminster system, while the 
opposition People's United party, led 
by Said Musa, wants the Central 
American state to become a republic. 
They parties also differ on the handling 
of tiie economy, which Is based on 
agriculture (sugar, bananas and citrus).' 
and expanded by 3 per cent last year. 
The government says the rate of 
growth is healthy; the opposition 
claims it can do better if elected. 

Bulgarian visit 

Bulgarian president Petar Stoyanov 
visits Russia for talks with president 
Boris Yeltsin. 

Border talks 

Delegations from Peru and Ecuador 
meet in Brasilia under a permanent 
consulting median ism set up to help 
resolve this two countries' 
long-standing border dispute. 

Cricket 

Test match, Foster’s Oval: England v 
Sri Lanka (to August 31). NatWest U19 
second Test, Taimton: England U19 v 
Pakistan U19. 

Golf 

Munich: BMW International Open (to 
August 30). Akron, Ohio: NEC World 


.Series of Golf (to August 30). Surrey, 
Canada: Greater Vancouver Open (to 
August 30). 


FRIDAY 28 


Fed symposium 

Many of the world’s central bankers 
and other policymakers and 
economists gather in the mountain... 
retreat of Jackson Hole, Wyoming for 
the Kansas City Federal Reserve’s 
annual symposium on economic and 
monetary policy. From the vantage 
point of one of the most spectaariar 
national parks In the US the 
participants will this year be surveying 
the sorry state of income inequality 
around the world. Among the speakers 
will be Alan Greenspan, the Fed 
chairman, and Mervyn King, deputy 
governor of the Bank of England. . ‘ . 


Holiday 

Georgia. 

SATURDAY 29 


Non-aligned movers 

the 113 member states of the 
Non-Aligned Movement seek to carve 
out a role for the organisation in 
international affairs as they begin their 
meeting in Durban, South Africa, ahead 


of the NAM'S triennial summit on 
September 2 and 3. Following the end ; 
of the Cold war, the movement la 
struggling to answer the question: with 
what fckK not aligned? But South Africa 
says tiie NAM is a “voice tor the r 

disadvantaged” which can speak tor 
poor countries cm issues such .as world 
trade, debt, the environment and 
<3oss-border crime. South African 
officials say they expect the meeting to 
attract as many as 80 heads of state, 
along with 4,000 delegates and 1,500 
joLBTiaTsts: . . 

FT Survey 

Guide to Personal Finance on the 
IntemeMUK editions only). . • 


Panama poll 

Panama votes today on whether to 
approve constitutional changes that . 
would allow the president to serve a 
second consecutive term. The 
immediate beneficiary of the changes 
would be president Ernesto P6rez 
BaUadares. who wants to stand tor 
another five-year term in elections due 
in May next year. The referendum and 
election come at a critical time for 
Panama, which win gain control of the 
Panama canal when the US withdraws 
on December 31. 1999. To be 
approved, the changes need the 
support of a simple majority of 
Panama's 1 .7m voters. 

Tokyo forum . 

Yasushi Akashi, former UN under 
secretary, will open a tyro-day nuclear 
disarmament and non-proliferation 
conference in Tokyo. Some 20 
disarmament and security experts from 
around the world will Examine ways to 
promote global nuclear disarmament in 
response to the recent nuclear tests by 
India and Pakistan. The conference will 
convene about tiiree or four times over 
the next year to formulate 
recommendations to the International 
community. 

Libyan prize 

Cuban president Fidel Castro is 
presented by Libyan leader Muammar 
Gaddafi with his 1998 human rights 
prize at a ceremony In Tripoli. 

Motor racing 

Spa-Francorchamps: Belgian Grand 
Prix. Brands Hatch: British Touring Car 
Championship (to August 31). 

Holidays 

Turkey, Philippines, Peru. 

Compded by Roger Beale 
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ECONOMIC DIARY 


Other economic news 

Monday: Russia is expected 
to announce the terms of Its 
debt rescheduling, with 
investors looking for 
discrimination against 
foreign holders, inflation is 
thought to have eased in 
Germany this month. 
Tuesday: The French trade 
surplus is thought to have 
narrowed in June as imports 
rose while exports 
stagnated. Existing home 
sates are forecast to have 
pushed higher in the US, in 
line with new home sales. 
Wednesday: US durable 
goods orders are likely to 
have remained subdued In 
July as the GM strike 
continued, with a strong 
rebound set for August The 
UK's trade deficit with 
countries outside the EU is 
expected to have widened in 
July. 

Thursday: The 
Confederation of British 
Industry will confirm the 
weakness of manufacturing 
m the UK, while Second 
quarter GDP growth in the 
US may be revised. 

Friday: The GM strike is 
thought to have depressed 
incomes and consumption In 
the US in July. French 
industrial production may 
have dropped in June. 


ACROSS 

1 Church office account writ- 
ten in baby scrawl (6> 

4 Leant op as I rocked 
between the sheets 161 

8 Postage free for the secret 
police t7i 

9 BoUerophon* horse's rider 
holding habit back (?) 

11 11 across: PM prepared duD 
speech HO) 

12 Gaelic poetry needs no 
introduction (4) 

13 US state had spun into 
Jovian moon (5) 

14 Shot secured for news 
report iffl 

16 Caffes rattling, about to sell 
short, so search for scraps 
(S) 

18 Sadly, there's a deficiency 
iSt 

20 Bun the tea (4) 

21 Clumsy person gets the 
boot 110) 

23 Large amounts of police 
debts? (7) 

24 Whiskey and a biscuit (?) 

25 Chesty disorder brings 
forth the reaper (6) 

26 Hands linked to get to the 
other side? (6) 


Statistics to be released this week 


Eomomta Med ten 

Statistic Forwent 

Jut supermarket sales'* 

Jul department store sales" 

Jul department store sales" 2.4% 

Jun international securities transac' -CSOJbn 

Aug trade balance, first W days norf 

Jul consumer price Index final" -0.4% 

Jul consu me r price Index final" 0.6% 

Jul EU Harmonised consumer pace indx 
BTM-Schrodars Aug 22 
Jul existing home sales 4.80m 

Aug consumer confidence 134.1 

Jun trade baiancet FFrl3.5bn 

Jun fliobai vtefato trade • -El.4txi 

Jul ex-EU visible trade -El 2bn 

Jul durable orders 0.0% 

Jul durable shipments 

Aug C8I industrial trends 

02 gross domestic product prefimmary 1.4% 

02 gross dom' prod' chain price index 0.8% 

Q2 after tax corporate profit pteT 0.4% 

Initial ctema Aug 22 3Q5k 

State benefits Aug 15 

Jul raw ma t e ria ls pnes mdaac -03% 

Ml - week ended Aug 17 Sl.Sbn 

M2 - week ended Aug 17 S&Obn 


Mrs 

Actual 


Day 

Releeeed Cowby 


Fri Japan - 

Aug 28 Japan 


M3 - week ended Aug 17 S11.4bn 

Aug wholesale price Index. 2nd 10 days 1 - 
Aug eons' price Index ex-perishables- Q.1% 

Jul consumer price index (nationf* -0.1% 

Jul cars* price Index ex-perishables” -0296 
Jul Unempl o yment rate - , . 4*4% 

Jul. unemployment rate . -11.8% 

Jun industrial productionf . 0.0% .. 

Jwi ax-energy* " . . -02% • ; 

Jut personal Income a2%~ : 

Jid personal consumer expenditure . 0 . 1 % - 

02 International travel account -CSO>bn 

Aug Michigan se n t i ment final” ■ . 104.3 : 

Jtd industrial productkxnt - • 

M s hi pments! 

Jul ratal sales”- '• ' 


$is.a» : • 


o.i% 


0 . 1 % •_ 
-CStKTbn .. •' -CWBbo 


DOWN 

1 Afghan king makes a com- 
piler queen (51 

2 Cuban dictator, one seized 
by me and part-time sol- 
diers (7) 

3 Sign off Naples with some 
poor Jokes (9) 

G Large part of Intestine 
bringing up breakfast, not 
small (9) 

6 Shape of triangle with a 
right angle in the picture? 

m 

7 A piece of chicken or two 
for a roll? (9) 

10 Sporting event made me 
bold during victory (9) 

13 Being Involved in conspir- 
acy, Machu Picchu man 
cries at night (2,7) 

15 Disgusting meal- - shoot 
cooks (9) 

17 Oxbridge to disagree about 
instruction todogfO 

19 Tablet's epitaph upheld by 
a misdeed (7) 

21 Come down hard on Infatu- 
ation (5) 

22 Run away with girl ditch- 
ing writer (5) 



Sun Japan Jul industrial productkxnt ' ' • • ' '.1.796 - -■* 

Aug 30 Japan Jd s hl pmantsf :/ ~ 

Japan Jul ratal sates”- \y -&7% 

During the week... ~ ; -y- ' ; 

Gwmwy Jul produoar prtee Wax* ■ ' 0096 . - : ^ 

Germany Jul producer price index** •- V - -- T-i, ;-Q.1% 

Germany Jul import prices* ~ ' r&4% - 08 % 

Germany Jul fcnport prices” -33% -23% • • 

Germany Aug pttf coat of lying*, west . -. ftfl%’-.-. QJ2% " ' 

Germany Aug praT coat of fhringr wart' •’ 0.7% ; -tLS% " - 

Garreny Jul Icon consigner derate -. - • ’’ - 7 - -',88 

‘morah on month, “year an y»ar. fBBaaonafy aerated . 


MONDAY PRIZE CROSSWORD 

No.9,768 Set by BATS 

A prim of a Tombow Lucca fountain pen and roEerball set. worth £125, 
will be awarded for the first correct solution opened. Solutions by 
Thursday September 3, marked Monday Crossword 9,768 an the enve- 
lope, to the Financial Times, 1 Southwark Bridge. London SE1 9HL 
Solution oa Monday September 7. Please allow 28 days for delivery of 



■ * mat 




Winner of Puzzle No. 9,756: Evelyn Mai pas, Angers, 
France 


Solution 9*756 


fl OF! 1303 00 E 3 Q 0 OEK 9 

ei a a □ bed 
HnioBmaBro ohqhqh 
Q 0300 SDU 
iianaeQaac 
□ a a a m ra 
onanaa anaantara 
a s h nan 
aaiunBcin noansa 

(3 Q □ in n B 

asannanaa nawon 
HHnnnBBH 
□EHHna OE 3 naanoa 
a a o a □ □ a 
□faHHaa HaraamBiiQ 
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